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Texaco in Dakar, West Africa, is an investment in progress—and in people. 
The man with the air hose is busy with a “customer”: He is D. Magatte, a Texaco Dealer 
proud of his reputation of giving the best service in town. And Texaco is proud and 
fortunate to have men like D. Magatte representing them in many parts of the world. 
Texaco’s own progress is built on helping others to develop new skills and personal 
security. As a major producer, refiner and marketer of oil, Texaco is contributing to the 
economic stability and to the growth of countries throughout the Free World. 


TEXAcO 


TEXACO: SYMBOL OF WORLD-WIDE PROGRESS THROUGH PETROLEUM ¥ 





TEACHING BY TV 


Bell System facilities meet a new need. Already a vital link in filling 


educators’ requirements within a locality, state or across the nation 


An interesting current devel- 
opment in education is the use of 
television for instruction—both in 
classrooms and in the home. 


Evidence that a shortage of 
qualified teachers is developing 
coincides with the need for some 
way to meet the awakened interest 
in mathematics, physics, chem- 
istry, and education in general— 
from the elementary school to the 
college level. 


Many educators, in studying the 
twin problems, are thinking more 
and more about the possibilities 
of Educational TV in their teach- 
ing programs. 


In transmitting TV lessons and 
lectures from place to place, vari- 
ous means are available. Closed 
circuit Educational TV systems 
between schools may be required. 
Or connection between broadcast- 
ing stations in different cities. Or 
a hook-up between closed circuit 
systems and one or more broad- 
casting stations. 


Whatever distribution of TV is 
needed, in city, county, state, or 


BELL 


HELPING TO TEACH... HELPING TO LEARN. Classroom scene in Cortland, N. Y. 
This is one of the schools now using Educational TV. More than one TV receiver 
can be used where teachers wish to accommodate larger classes at one sitting. 


across the country, the Bell Tele- 
phone Companies are equipped to 
provide it. They have the facilities 
and years of know-how. And the 
on-the-spot manpower to insure 
efficient, dependable service. 


For five years now, the local 
Bell Telephone Company has pro- 
vided the closed circuit ETV net- 
work which successfully serves 
thirty-six schools in Washington 
County, Maryland. 

In South Carolina 400 miles of 
telephone company facilities now 
connect almost thirty schools in 
eleven cities. In New York State, 


TELEPHONE SYSTEM 


they serve a high school and seven 
other schools in the Cortland area. 


In San Jose, California, they 
link four schools with the campus 
of San Jose State College. And 
in Anaheim, California, eighteen 
schools are served by TV. 

The Bell Telephone Companies 
believe that their TV transmission 
facilities and their many years of 
experience can assist educators 
who are exploring the potential 
value of Educational Television. 


They welcome opportunities to 
work with those who wish to utilize 
the potential of Educational TV. 
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Here's all 
we have to know 
to open your account... 


That's right. Dealing with a broker 
can be as easy as filling out this form. 


If you think you might like to buy 
stocks or bonds—now or any time in 
the future—why don’t you fill it out 
and mail it in? 

It won't obligate you in any way, 
but it will enable us to set about the 
business of opening your account. 
Once that’s done, we'll let you know, 
and then any time you want to buy or 
sell securities, all you'll have to do is 
give us a call. 





NAME (Please Print) 





Mailing address (Street) 





(City) (Zone) (State) 





Home Phone Business Phone 





Are you over 21? Are you a U. S. Citizen? 





Hove you ever been a customer of this firm before? 





What office? 





Name of your bonk 
To comply with New York Stock Ex- 
change regulations, please supply the 
following information about yourself— 
or if you're a married woman—about 
your husband. 





Name of employer 





Kind of business Position 


Signature 
All filled out? Then just mail it to— 


Department SD-101 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
143 offices in U.S., Canada and abroad 








READERS SAY 


Help for Mr. Donner 


Sm: You ask: does anyone have a good 
idea on how GM can put about $1 billion 
to work profitably? (“The Midas Touch,” 
Forses, June 15). Here is one: have GM 
swap its billion of government securities 
with du Pont for its GM stock. What if 
GM could repeat this once or twice in the 
next decade or so and thus reacquire all 
the GM stock from du Pont? 

—WILFRED FECKLER 
Woodstock, Ill. 


Erroneous Altitudes 


Sir: In your recent story on R.J. Reyn- 
olds (“The Remarkable Prosperity of R.J. 
Reynolds,” Forses, June 15) you say 
“Reynolds’ 22-story office building (the 
South’s tallest)”! You should visit the 
South occasionally—particularly Atlanta 
and Dallas, where many skyscrapers ex- 
ceed 22 stories. 

—CHar.Les W. Davis 
Atlanta, Ga. 


Forses mislaid its measuring rod. Dal- 
las has a 42-story skyscraper, Atlanta one 
of 32 stories—Eb. 


Corporate Profits 


Str: The figures you present on cor- 
porate profits (“Shrinking Profitability,” 
Forses, June 1) are most discouraging. 
Of the 50 fine companies you analyzed, 
only 14 succeeded enough to stay even 
with 1950 in profitability. I believe it’s 
safe to assume, too, that all, or virtually 
all, of the companies raised their sales 
substantially during the past decade .. . 

—Rosert Moore 
San Diego, Calif. 


Sir: In your comparison of corporate 
profits, may I point out that the base 
years you chose, 1950 and 1955, were both 
somewhat unusual? The beginning of the 
Korean War in 1950 set off a tremendous 
surge in corporate profits, which were not 
subjected to excess profits tax until the 
following year. And 1955 remains in some 
respects the best year ever for the U\S. 
economy. 

—JAMEs E. ForTESCUE 
Butte, Mont. 


True enough. But virtually any year 
since World War II has contained some 
“abnormal” feature which might dis- 
qualify it as a basis for comparison—Eb. 


Misplaced Subsidiary 


Sir: In your story on Electric Autolite 
(“The Quiet Revolution,” Forses, June 
15) you mention in passing that “the 
other” company remaining in competi- 
tion with Autolite’s Hiller Division for a 
big Army helicopter contract is Bell Heli- 
copter Co. 

Having run two stories last year about 
the acquisition of Bell Aircraft’s defense 
business by Textron Corp., you should 


be aware that Bell Helicopter is now a 
Textron subsidiary. 


—JOHN ROGERS 
Dallas, Tex. 


Brokerage Commissions 


Sir: Thank you for your very informa- 
tive article on the brokerage industry 
(“Wall Street’s ‘Mr. Big’,” Forses, May 
1). There is one bit of information which 
was not included. Could you tell me the 
basis on which customers’ men are paid 
by such firms as Merrill Lynch; Bache; 
Paine, Webber, et al? What percentage of 
the commissions they produce are paid 
them as salary? 

—A. C. Draco 
Mobile, Ala. 


The percentage of commissions paid to 
customers’ men varies not only from firm 
to firm, but within firms from man to 
man. At Bache; Paine, Webber and oth- 
ers, the customary rate is 3313% of com- 
missions on listed securities, but it can go 
as high as 40% to 50%, depending upon 
the man. Commissions on unlisted secu- 
rities can go still higher. At Merrill 
Lynch, which has a somewhat special 
bonus and incentive arrangement, the 
rate varies from about 20% as a general 
minimum to 3313% as a general mazxi- 
mum—Eb. 


Dividends & Depreciation 


Sir: Ever since your issue of Feb. 1, the 
question of treatment of cash flow has 
bothered me. Your editorial in that issue 
(Fact & Comment, ForsBes) seemed to as- 
sume that depreciation somehow becomes 
earnings and should be considered like 
earnings in evaluating a certain stock. 

To my mind, the excess of cash flow 
over earnings indicates that a correspond- 
ing deterioration or obsolescence in plant 
has taken place. These amounts will be 
needed sooner or later for replacement. 
They, or part of them, should never be 
paid out in dividends, but plowed back 
for later use. As a matter of fact, these 
write-offs are often not enough to pro- 
vide replacements in view of rising 
prices... 

—ARTHUR M. WOLKISER 
Vilas & Hickey 
New York, N.Y. 


Forses did not suggest that cash flow 
from depreciation should be used to pay 
dividends. But rising depreciation ac- 
cruals have provided the cash for expan- 
sion which otherwise might have been 
financed from retained earnings or on 
borrowed money—Eb. 


Misplaced Decimal 


Sir: On page 17 of the May 15 issue 
(“Corporate Investors,’ ForBes) a deci- 
mal point apparently slipped. Either Hunt 
Foods & Industries owns 0.9% and 45,000 
shares or 9% and 450,000 shares of Cali- 
fornia Packing. Which is it? 

—WALTER ZIVvI 
Brooklyn, N.Y. 


The correct figures are 0.9% and 45,- 
000 shares—Eb. 
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SIDE LINES 


Mutual Improvement 


Warninc is hereby given to our 
readers that there are going to be 
some changes made in one of our 
best-known annual features—our 
special Mutual Fund Survey, to 
appear August 15. 

The changes, we are glad to say, 
will not stem from any ground 
swell of reader 
discontent. Quite 
the contrary. Over 
the five years in 
which this special 
Forses study has 
appeared, it has 
become one of the 
magazine’s most 
popular features— 
if one may judge, 
that is, from the 
180,000 reprints of 
the 1959 and 1960 
editions that were 
distributed. And it 


measures fund performance over 
specific periods of market rise or 
decline that promise the best ob- 
jective test of a fund’s performance. 
This is compared with the general 
movement of the market, as rep- 
resented by some standard index 
such as the Standard & Poor 500. 

But that still left 
some problems. 
Suppose you are 
testing a fund's 
performance ove! 
one large and sev- 
eral small market 
rises: a fund that 
was lucky enough 
to hit the big rise 
on the nose could 
show up well in 
aggregate dolla 
results, despite a 
lackluster showing 
in more recent— 





still remains, so 

far as we know, 

the only place where substantially 
all of the nation’s mutual funds 
are coolly and systematically ana- 
lyzed and graded for their per- 
formance under fire. 

Instead, the changes are the re- 
sult of some hard thinking begun 
last fall and winter about how the 
mutual fund issue could be im- 
proved. This was prompted by 
two continuing developments. First, 
any investment medium that has 
garnered unto itself some $20 bil- 
lion in funds from more than 4 
million shareholders is deserving 
of the most searching scrutiny. And 
second, we think we detect a sharp- 
ening critical edge in investor com- 
ments about mutual funds these 
days. 

Magic Numbers. What we have 
sought to do in our forthcoming 
August 15 feature is to make the 
results both more meaningful and 
easier to grasp. The common meth- 
od of evaluating a fund, which 
Forses itself has used in the past, 
is to take a hypothetical amount 
of money invested at some point 
in the past and see what happened 
to it by some later date. 

The funds themselves often use 
this approach in their own pro- 
motions—using rather long five- 
and ten-year periods. Forses has 
already refined this method and 


and possibly more 

trying — markets. 
But we feel that there is much to 
be said for the ability of a fund to 
judge the market consistently. 

Consistency, therefore, is what 
our new ratings attempt to meas- 
ure. Consistency of results, that is, 
in both rising markets and de- 
clining ones. In addition to the 
usual dollar & cents measurements, 
Forses’ editors have also worked 
out a new grading technique. It 
uses two simple numbers, (say, 
+12 and —8) which will reveal a 
fund’s performance compared with 
the market as a whole in two criti- 
cal respects: 1) its ability to out- 
climb the market during bull 
moves; and 2) its ability to stand 
its ground better than the market 
during declines. 

Wait & See. Right now, more 
than half of Forses’ research de- 
partment is already busily at work 
on some 250 mutual funds, com- 
mon stock, balanced and Canadian 
and international, plus the new 
“swap” funds. The work will go on 
for nearly two months and involves 
tens of thousands of computations 

Out of all this sturm und drang 
will come a clear and simple system 
for helping investors decide which 
mutual fund managements have 
really earned their keep—and 
which ones have merely drawn 
their pay. 
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VITRO AT WORK-—NO. 3 OF A SERIES 














oe « a 

ination: you name it! 
dest ! 
Atlantic Missile Range (Cape Canaveral), Pacific Missile Range, Eglin Gulf Test Range, Wallops Island, 
White Sands Missile Range—take your pick. Vitro electronics equipment is currently used in telemetry 
systems on each. Also: Project Mercury, Centaur, Discoverer, Transit, and a host of other programs. 
In fact, Vitro has supplied more telemetry receivers than all other manufacturers combined. Its position 
in telemetry systems management/products stems from the ability to design and produce on time. This 


specialty of Vitro’s electronic competence is founded on experience, for where the utmost in exacting 
telemetry performance is demanded, Vitro is at work. 0 This is Vitro—1961. 


Vitra 


VITRO CORPORATION OF AMERICA/ NEW YORK-+-WASHINGTON-LOS ANGELES/ OVERSEAS: GENEVA: MILAN- BOMBAY 
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“With all thy getting get understanding” 


FACT AND COMMENT 


by MALCOLM S. FORBES 





THE MORAL EQUIVALENT OF WAR 


“If now there were instead of military conscription a conscription of the whole youthful 
population to form for a certain number of years a part of the army enlisted against Nature, the 
military ideals of hardihood and discipline would be wrought into the growing fibre of 
the people; nu one would remain blind to the permanently sour and hard foundations of 
his higher life. To coal and iron mines, to freight trains, to fishing fleets in December, 
to dishwashing, clothes-washing, and window-washing, to road-building and tunnel-making, 
to foundries and stoke-holes and to the frames of skyscrapers would our gilded youths be 
drafted off, according to their choice, to get the childishness knocked out of them, and to come 
back into society with healthier sympathies and soberer ideas. They would have paid their 
blood-tax . . . they would tread the earth more proudly, the women would value them more 
highly, they would be better fathers and teachers of the following generation”—WILLIAM JAMES. 


In 1910, in the last year of his life, William James 
wrote an essay entitled “The Moral Equivalent of War,” 
from which the above quotation is taken. The philoso- 
pher pointed out that war, for all its horrors, brings 
out many of man’s noblest qualities: self-sacrifice, cour- 
age, comradeship and willingness to put the group above 
the individual. And, said James, war has no rival as 
a teacher of the harsh realities of life and death. Thus, 
he reasoned, war has come to play an almost indis- 
pensable part in society—for all of the wishful thinking 
of pacificists. The best way to replace war, James con- 
cluded, would be to produce, especially for youth, a 
“moral equivalent of war.” 

It remained for the modern-day proponents of the 
Peace Corps to put James’ idea to work as national 
policy. The Peace Corps is not going to conscript young 
Americans; but in almost every other way it meets the 
tests of the great Harvard philosopher’s “moral equiva- 
lent of war.” Certainly those young Americans who 
serve for subsistence pay in rela- 
tively uncomfortable parts of the 
world at relatively unexalted jobs 
will have the chance to cultivate 
all the virtues and gain all the 
experience James expected. 

The Peace Corps thus is a pro- 
gram that every American, what- 
ever his political or economic 
leaning, can endorse. The cost is 
relatively modest—about $40 mil- 
lion a year. Yet the benefits, both 
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Peace Corps Applicants in California 


to the young people involved and to U.S. foreign policy, 
can be priceless. The Peace Corps’ director, R. Sargent 
Shriver Jr., has estimated that there is a need for 50,000 
“middle manpower” volunteers in some 103 underdevel- 
Filling these jobs with dedicated young 


Americans could give a strong boost to the economies of 


oped areas. 


potentially friendly countries at a low cost to the U.S 
taxpayer. It would also bring hundreds of thousands of 
ordinary Asians, Africans and Latins—who normally 
would know us only as tourists or executives—into 
friendly contact with some very fine young Amer- 
icans. 

Recently Shriver has called on U.S. businessmen to 
lend a hand to the Peace Corps. He asked that busi- 
nesses grant leaves of absence to employees who want 
to join the corps and who can meet its stiff standards 
“The Peace Corps,” said he, “needs the kind of trained 
and aggressive people who make a success in business 
I hope American business and industry will provide 

two-year leaves of absence, with- 
out pay but with reemployment 
benefits for their 
whether top-level administrators 


employees 


or secretaries—who can meet a 
critical need abroad.” 

To date, the response has been 
fairly encouraging. American 
Telephone & Telegraph, the U.S.’ 
largest private employer, has al- 
ready indicated that it would 
cooperate. So have many other 





businesses. Such protection, which has been 
given to Korean war veterans, seems little 
enough to ask from business for people who 
are otherwise serving without economic 
compensation. 

We hope, in fact, that businessmen and 
corporations will become the Peace Corps’ 
most enthusiastic boosters. Properly run this 
“moral equivalent of war” represents a low- 
cost, practical and imaginative way to counter 
the global threats of communism while pro- 
ducing at the same time great benefits for our own society 


x 


ROOM AT THE TOP 


In 1950 and thereabouts it was fashionable to lament 
the demise in this country of the king-sized opportunity. 
to complain that all the top spots in business and industry 
were being hogged by giants too big and powerful to be 
dislodged. Around this time, in mid-1951 to be precise, 
Donald Clinton Power was taking over the presidency of 
General Telephone Co. General was then a highly 
solvent, but not particularly dynamic, independent tele- 
phone company. Its annual revenues were around $85 
million, per share earnings 39c (adjusted), and it operated 
some 1.3 million telephones in 19 states. By comparison 
with AT&T's $3.6 billion in revenues and 37 million tele- 
phones, General hardly even counted. 

Don Power was 51 years old when he took over, an 
age at which many people think of slowing down. Power 
might well have done likewise. Behind him was a bril- 
liant career as a lawyer, politician (he was secretary to 
Governor John Bricker of Ohio from 1939-43) and 
as a college professor (Ohio State). General, moreover, 
would have been a good place at which a successful 
middle-aged man could rest on his laurels a bit. No 
one thought of the telephone business as being particu- 
larly dynamic, but the company was sufficiently pres- 
perous to satisfy investors interested in stability. It was, 
and might have remained, a comfortable backwater. 

Don Power, however, did not want to slow down. He 
apparently was not much impressed with all the talk 


about the demise of opportunity. Almost alone among 
U.S. businessmen he had the vision and imagination to 
see that the telephone business, properly handled, offered 
virtually limitless growth. 


President (later to become chairman) Power rolled 
up his sleeves and set about making this unpromising, 
middling-sized utility into one of 
the corporate giants of U.S. in- 
dustry. From such apparently 
unpromising material, Power pro- 
duced fantastic results in just ten 
years. This year General Tele- 
phone will have total revenues of 
better than $1.2 billion—an increase 
of nearly fifteenfold. It will have 
per share earnings nearly three 


times those of pre-Don Power days. 


General Telephone’s Power 


Doomed Colonnade on Manhattan Bridge 


In addition to its telephones, moreover, 
General is now a major manufacturer of 
telephone equipment and electronic products, 
with roughly 40% of its volume coming from 
phone revenues and 60° from manufacturing. 
Stockholders lucky enough to have bought 
into the company the month Don Power took 
over would have had a profit of roughly 600% 
as of last month. 

Since our country is in the early stages of 
another decade, one which has not started 
nearly so auspiciously as most of us would have liked, it 
is well worth reviewing Don Power's accomplishments on 
this tenth anniversary of his occupying General's chief 
executive chair. These accomplishments seem to prove: 1) 
that there is always room at the top for those, who, like 
Don Power, have the vision to see what other men cannot 
or perhaps will not see; and 2) all the career oppor- 
tunities do not necessarily belong to early youth. Let us 
hope that this will be as true for the exceptional man in 
the Sixties as Don Power proved it was in the Fifties. 


x 
TRADITION VS. PROGRESS 


Civic-minded Manhattanites are currently at least 
mildly aroused by Robert Moses’ proposal to demolish 
the massive and elaborate bric-a-brac that adorns the 
approaches to the 52-year-old Manhattan Bridge. Moses, 
as City Construction Coordinator, wants the arch and 
colonnades torn down to make room for a new expressway 

New Yorkers are divided into several camps on the 
proposal. Some simply object to tearing down old land- 
marks (this one was erected in 1916) to make room for 
progress. Others think that the bridge’s approaches are 
an anachronism and that their destruction, for whatever 
reason, would be little loss. More thoughtful people stand 
in the middle; without passing judgment on the merits 
of the landmark, they feel that an important principle 
is involved here. They realize that in our dynamic society 
there is a chronic conflict between the demands of 
progress and the desire to preserve traditions and his- 
torical landmarks. 

How to reconcile this conflict? 

Most major European cities have dealt with the prob- 
lem by establishing official or semi-official commissions 
to decide whether saving a given landmark is worth 
obstructing progress. New York City has an Art Com- 
mission but its power is somewhat limited. Something 
should be done about this lack 
in New York and other major 
U.S. cities. Otherwise, what with 
the population, traffic and indus- 
trial growth this country is going 
to experience in the next few 
decades, much of traditional and 
aesthetic value may be lost for- 
ever. This is an area where civic- 
minded businessmen and corpo- 
rations might well take the lead. 
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PULP AND PAPER 


DEATH 
OF A MERGER 


Merging management proved 
to be the toughest job of all 
when Powell River Co. and 
VacMillan & Bloedel, Lid. de- 
cided to join forces. 





ONE TRANQUIL evening a month ago, a 
dummy bomb came crashing through 
the window of a stately house in resi- 
dential Vancouver, Canada. Attached 
to the missile was a message: “Why 
do you have to get your hatchet men 
to do your dirty work?” The sender: 
Anonymous. The startled recipient: 
75-year-old Harvey R. MacMillan, 
powerful Canadian industrialist and a 
controlling shareholder of Vancouver’s 
MacMillan, Bloedel & Powell River, 
Ltd.,* the $305-million sales giant 
formed by the 1959 merger of Mac- 

*MacMillan, Bloedel & Powell River, Ltd 
Traded over-the-counter. Recent price: 1575 
Price range (1961): high, 181g; low, 1514 
Dividend (1960): 60c. Indicated 1961 payout: 


76c. Earnings per share (1960): $1.18. Total 
assets: $309.2 million 





EX-VICE CHAIRMAN FOLEY: 
“it has been a great shock” 
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Millan & Bloedel, Ltd. and Powell 
River Co. 

Mass Exodus. The message was cryp- 
tic, and most of the Canadian press 
was carefully ignoring all but the 
bare outlines of the story. Yet Cana- 
dians had little difficulty guessing 
what was bothering Harvey MacMil- 
lan’s unknown correspondent. Only 
that morning, the eleventh Powell 
River executive had handed in his 
resignation and stalked out of the 
merged company. Left in charge were 
former MacMillan & Bloedel execu- 
tives headed by Chairman John V. 
Clyne, brought in by Harvey Mac- 
Millan as M&B chairman in 1958. 

At first it had seemed the ideal 
partnership. Powell River was known 
for its success in pulp and paper: in 
MacMillan & Bloedel, Harvey MacMil- 
lan had built up a major lumber con- 
cern. Combined, they could boast 
total assets of $300 million, rank as 
the seventh-largest forest products 
firm in North America, with most of 
the new company’s sales in the US. 

Cementing the relationship, both 
groups were close personal friends. 
In a great show of amity, it was agreed 
that both companies should have equal 
representation on the new board, with 
an impartial chairman (John Clyne) 
wielding the casting vote. Named as 
vice chairman and president were 
Harold and M. J. (“Joe”) Foley, 
big shareholders in Powell River. 

Just two weeks after the merger. 
this peaceful prospect exploded and 
the first Powell River executive quit 
the company. In the months that fol- 
lowed, the sound of tramping feet 
grew louder as, one by one, five more 
top Powell River men departed. Then, 
in mid-April, Joe Foley bowed out 
as president. At the annual meeting 
a few days later, shareholders dra- 
matically cut the 33-man board to 28. 
The victims? All Powell River men. 
Powell River had clearly lost any say 
in the running of the company. 

The real fireworks began in late 
May when Harold Foley resigned and 
dashed off a stiff letter to Clyne. “It 
has been a great shock to me,” wrote 
he bitterly, “to witness the way in 






which your concept of an impartial 
chairman, and the methods of the 
controlling shareholders, have had the 
effect of nullifying the participation 
of the Powell River executives . 

to the extent that some directors 
found it pointless to attend board 
meetings.” 

Who were those controlling share- 
holders? Says Foley flatly: Harvey 
MacMillan and two of his colleagues 
on the board. Concluded he: “I do 
not believe that the company can fail 
to have suffered severely from this 
loss—both from the loss of the men 
and the loss of morale.” 

“We Had Too Many.” Chairman 
Clyne, on the other hand, sees things 
differently. “The company,” he says, 
“is as strong as ever. People were 
dropped from the board who were not 
attending meetings; there were people 
who were out of town or who just 
didn’t bother to turn up.” Yet, had 
not the exodus left the company em- 
barrassingly short of top executives? 
“Not at all,” chuckles Clyne. “We had 
too many before.” 

What had gone wrong in the “per- 


fect” merger? The answer lay buried 





CHAIRMAN CLYNE: 
“the company is as strong as ever” 
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- Bloedel 


somewhere in the welter of charges 
and counter charges. MacMillan & 
men hinted broadly 
Powell River’s managerial skills had 
been found to be sadly overrated. The 
Powell River group, on the other 
hand, charge privately that MacMil- 
lan & Bloedel had intended, even be- 
fore the merger, to overrule them. 
It is said the two factions had clashed 
over Clyne’s uncompromising ways 
with labor, which could bring costly 
tie-ups 

Whatever the truth of the matter, 


* one thing seemed clear: For all the 


glowing pronouncements when com- 
panies merge, signed and sealed docu- 
ments alone are not enough to keep 
managements working peaceably to- 
gether. 


HIGH FINANCE 


IN DEFAULT 


The U.S. Treasury says 181 
years is too long to wait be- 
fore collecting on a note. 





A GALLANT Briton’s attempt to shave 
his nation’s growing balance-of-pay- 
ments deficit by some $7,116 ended in 
defeat last month. Said the USS. 
Treasury, in a mood of stern fiscal 
rectitude: debts which have lain un- 
collected for 181 years are no longer 
collectible. 

It all began when a British antique 
fancier bought an old chest at auction 
near Birmingham, England several 
weeks ago. In it he found a disin- 
tegrating promissory note, dated Jan. 
14, 1780. The note said that one 
John Moore had loaned the infant 
U.S. Government $600 at 6% interest. 
Quickly computing the fact that at 
6% simple interest the original $600 
would now be worth $7,116, the finder 
hurried to Barclays Bank Ltd., visions 
of Yankee dollars dancing in his head. 

Barclays, in its turn, passed the 
note along to Riggs National Bank of 
Washington, which in its turn passed 
it to the Treasury for a ruling. Alas 
for Anglo-American relations, the 
Treasury (which has been faced with 
deficits of its own lately) turned 
thumbs down on the request for pay- 
ment. While the U.S. has never de- 
faulted on an obligation, it said, 181 
years was simply too long. Added a 
Treasury spokesman: “The Govern- 
ment stretched out the deadline on 
this type of note more than 50 years— 
up to 1837, in fact.” 

Make of it what you will, but in the 
wake of this decision the pound 
sterling hit a new low in the interna- 
tional exchange markets. 
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that: 


ELECTRICAL EQUIPMENT 


HIGH VOLTAGE 


Good times or bad in the elec- 

trical equipment business, 

little Square D generates a 
steady current of profits. 





“Ir’s pretty frustrating,” says Law- 
rence G. Maechtlen, president of 
Chicago’s Square D Co.* “The papers 
are full of news about an economic 
recovery, but there are no signs of it 
in the electrical equipment business.” 

Nevertheless, few of Maechtlen’s 
competitors could be expected to feel 
sorry for him. Even when the capital 
goods cycle is at a low point, this 
manufacturer of switches, circuit 
breakers and motor controls consis- 
te.tly manages to turn out high- 
powered earnings. 

This year has been no exception. In 
the first quarter such rivals as I-T-E 
Circuit Breaker and Federal Pacific 
Electric made some of the worst show- 
ings in years. But Square D’s earn- 
ings still had a lively spark to them: 
$2.2 million net income on sales of 
$25.7 million, an enviable profit mar- 
gin of 8.6%. By comparison Federal 
Pacific Electric had a deficit of $1.3 
million, and I-T-E Circuit Breaker 
lost $624,300. 

When there is money to be made, as 
in 1960, Square D makes it with the 
best of them. That year Square D 
earned 10.1 cents on each sales dollar, 
and a net return on shareholders’ in- 
vestment of 17.7%. In the past three 


ee D Co. Traded NYSE. Recent price: 
4. 


393 rice range (1961): high, 4234; low, 2954. 
Dividend (1960): $1.25. Indicated 1961 pay- 
out: $1. Earnings per share (1960): 14. 
SOU. assets: $77.5 million. Ticker symbol: 


years the company’s profit margins 
have averaged 8.7c, far outpacing the 
3.9c averaged by the electrical equip- 
ment industry. 

Square D has managed to rack up 
these profits by carving out a unique 
position in electrical products. Its 
profitable specialty: equipment for 
controlling and distributing incoming 
electrical power. Its line includes 
machine _ starters, lighting panel 
boards and a number of devices for 
industrial machinery such as electrical 
controls for steel and textile mills. 

The Heavyweights. But the com- 
pany is far from being alone in these 
fields. The competition includes such 
heavyweights as General Electric, 
Westinghouse, Cutler-Hammer and 
Allis-Chalmers, to name but a few. 
But none of them has exploited this 
particular market as thoroughly as 
little Square D. 

Nor need Square D take a back 
seat to the giants when it comes to 
manufacturing efficiency. Since 1954 
the company has lavished $28 mil- 
lion on capital improvements: a large 
tab for a company with a 1954 book 
value of merely $39 million. “One of 
the main reasons for our high return 
on sales and investment,” explained 
Maechtlen, “is that about 70% of our 
plant is less than six years old. And 
we just about get maximum efficiency 
out of it.” 

Profit Lag. For all these achieve- 
ments, Square D can do little about 
the current decline in the electrical 
industry’s sales volume. Maechtlen 
concedes that because of this lag 
second quarter profits will be low. 
“We are standing by temporarily,” he 
says, “and waiting for the upturn. 

“But,” he adds cheerfully, “when it 
comes we shall be right back earning 
at least a 10% return on sales.” 


ASSEMBLING ELECTRICAL CONTROL CENTERS: 
electrical specialties put a spark in profits 
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AIRLINES 


TWA: NEW HANDS AT THE HELM 


Trans World Airlines feels pretty frisky at being 
out from under Howard Hughes’ control for the 
first time in over 20 years. But the problems persist 
—even if Hughes proves to be gone for good. 


Amonc the more novel experiences 
to be had today is to ask some 
veteran executive of Trans World 
Airlines* his frank opinion of How- 
ard Hughes. 

His reactions are likely to be three. 
First, from long habit, he will look 
almost furtively over his shoulder, as 
though for fear of being overheard. 
Then, half from chagrin at his own 
impulse, he may explode, “That so- 
and-so!” Or he may remark reflec- 
tively that for all its current problems, 
TWA did make progress during the 
period of Hughes’ untrammeled domi- 
nance. Seldom has there been a neat- 
er illustration of Edward Gibbon’s re- 
mark, “You can tell by their broken 
chains that they have worn them.” 

The Man Who Isn‘t There. The mast 
significant aspect of the TWA execu- 
tive’s reaction, however, is the fact 
that he can afford to have it. That 
in itself is something new—to be ex- 
act, since about a quarter past seven 
on Friday evening, Dec. 30, 1960. For 
at that moment in a downtown New 
York conference room Raymond M. 
Holliday, financial vice president of 
Hughes Tool Co. (wholly owned by 
Howard Hughes), finally signed the 
papers that placed in a ten-year vot- 


*Trans World Airlines, Inc. Traded NYSE. 
Recent price: 157g. Price range (1961): high, 
2035; low, 1414. Dividend (1960): none. Indi- 
cated 1961 payout: none. Earnings per share 
(1960) : 97c. Total assets: $450.3 million. Tick- 
er symbol: TWA 


STOCKHOLDER HUGHES: 
his vacation . 
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ing trust—and thus outside Hughes’ 
control—the Hughes Tool Co.’s 78.2% 
holding of TWA common. 

The drama that reached its climax 
that wintry December evening had a 
prologue stretching back more than 
two decades, when Howard Hughes 
made his initial investment in TWA 
in the late 1930’s. Hughes had been 
the fable behind the reality at TWA 
ever since. And despite the often 
awkward effects that his legendary 
unpredictability had upon the air- 
line, the Hughes grip might never 
have been loosed but for the in- 
satiable capital demands posed by the 
coming of the jet age. 

Even to begin meeting TWA’s jet 
needs—and how adequately they have 
been met is another story—resulted 
in orders, by early 1959, for more 
than $350 million worth of jets. But 
instead of being ordered by TWA, 
most of the 33 Boeing and 30 Convair 
craft in question were to be held by 
Hughes Tool and leased to TWA. It 
was the financial bind from these ob- 
ligations that put Hughes in legal 
fetters and set the airline free. 

Twist & Turn. Hughes did not go 
quietly. When Boeing and Convair 
began early in 1960 to increase the 
pressure for payment for jets coming 
off the assembly lines, Hughes ar- 
ranged, via an underwriting and lend- 
ing group led by Dillon, Read, what 
eventually turned out to be a $265- 
million financing package. Of this 
total, $165 million was new bank and 
insurance company money, while at 
least $100 million would be in new 
debentures of which Hughes Tool 
would pick up a minimum of 78%. 
(The debentures, however, would cost 
Hughes Tool no cash, for they would 
merely offset $100 million in TWA 
short-term obligations to Hughes 
Tool.) 

What tripped Hughes was a com- 
mon enough event: the departure of 
a TWA president}—in this case, 
Charles S. Thomas, whose resignation 
seems to have caught Hughes by sur- 
prise. To this day Thomas, despite 
the widespread impression to the con- 
trary, denies that he had any “basic 
differences” with Hughes. Rather, he 


+Since the war's end, five presidents have 
left TWA: Jack Frye (1947), La Motte T. 
Cohu (1948), Ralph Damon (died 1956), Car- 
— (1957) and Charles S. Thomas 
(1 By 


claims that the two-year period he 
had promised to stay was up, and that 
he wanted to return to California to 
accept an attractive offer there. “We 
could have made a deal all right,” in- 
sists Thomas. “But Howard was al- 
ways dilatory, as you know. I would 
be at TWA now if he had just acted 
a little faster.” 

Be that as it may, Thomas’ de- 
parture embarrassed Hughes because, 
under the financing package described 
above, the lenders were in effect 
guaranteed against major changes in 
TWA’s top management until the fi- 
nancing was concluded and for 90 
days thereafter. Any such changes 
had to have the lenders’ approval, or 
Hughes’ TWA holding was to be 
locked for 10 years in a voting trust 
under the lenders’ control. After 
Thomas’ resignation in July, the lend- 
ers had Hughes on the hip. Twist and 
turn as he did for nearly another 
half-year, there was at last no alter- 
native to relaxing the iron grip in 
which he had held the line for over 
two decades. 

Prexy. It is symbolic of the new 
situation at TWA that the line’s new 
president and chief executive officer, 
Charles C. (for Carpenter) Tilling- 
hast Jr., does not know the company’s 
largest stockholder: “I’ve not met 
Mr. Hughes,” says Tillinghast mildly 
but firmly, “and I’ve no plans to meet 
him.” In fact, President Tillinghast 
had had precious little direct contact 
of any sort with TWA, though as Ben- 
dix Corp. vice president in charge of 
international operations he had gained 
the impression that the line had done 
an outstanding job in initiating its jet 
service. “The last time I flew TWA 
was years ago when I took a plane 
from Paris’ Orly airport, or tried to 
get on one, and I think it was the next 


PRESIDENT TILLINGHAST: 
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day before they got the engine fixed. 
I finally took a Pan Am flight.” 

TWA’s new head is a far cry from 
the old, tough breed of airline boss 
personified by American’s C.R. Smith, 
Eastern’s Eddie Rickenbacker or 
United's “Cap” Patterson. Tillinghast 
is a comparatively young (50), per- 
sonable man with a nonetheless slight- 
ly doleful expression, the result of 
down-slanting eyebrows resembling 
those of a fellow New Englander, Rudy 
Vallee, the first of the crooners. Near- 
ly all of Tillinghast’s experience has 
been legal, most of it as a lawyer for 
Bendix; it was not until 1957 that he 
moved to the operating side. 

While Tillinghast was probably not 
the first man sounded out for the job, 
it is more than probable that he is 
just what the company needs. His 
penchant for making and carrying out 
sensible plans, and his patient and 
tirnely attention to details, are like 
balm to a company that has suffered 
more than anything else from erratic 
and spasmodic leadership or, during 
all too frequent presidential interreg- 
nums, no leadership at all. And in 
time TWA executives may even be- 
come. accustomed to Tillinghast’s cu- 
rious verbal usages—such as use of 
the word “inputs” to mean “factors” 
(e.g., “It was one of the inputs in my 
decision.” ) 

The P.M. Since Tillinghast is TWA’s 
new chief executive officer, the title 
of Prime Mover should perhaps be 
reserved for the man who chose him, 
former Ford Chairman Ernest R. 
Breech, now one of the three voting 
trustees* for Hughes’ TWA _ stock, 
and chairman (since late last April) 


*The other two: Irving S. Olds, former 
U.S. Steel chairman, who was (like Breech) 
chosen by the lenders, and Hughes Tool Co.'s 
Raymond M. Holliday. 


of TWA’s board. The two men had 
first met back in 1942 when Breech 
was president of Bendix and Tilling- 
hast was working for Bendix’ out- 
side legal counsel. “I lost all touch 
with him,” recalls Breech, “and I was 
surprised to learn that he had given 
up the law and taken an operating 
job.” But Breech had little trouble 
convincing his fellow directors that 
Tillinghast’s combination of inter- 
national and legal experience was ex- 
actly what the line needed. 

Ernie Breech takes great pains to 
emphasize that he is not running 
TWA: “I’m a director, period. I’m 
virtually a retired man, and I don’t 
want anyone holding Breech respon- 
sible for the success or failure of 
TWA.” All true, but Breech still esti- 
mates that he gives TWA about a 
third of his time, as much as he 
spends on all his other directorships. 
And perhaps it is only natural that 
certain Ford routines (such as tech- 
niques of internal financial report- 
ing) have begun to crop up at TWA. 

The man who talked Breech into 
becoming a voting trustee was Senior 
Vice President Grant Keehn of Equi- 
table Life, one of the lending insti- 
tutions, who spent a persuasive morn- 
ing in Breech’s Detroit office last 
December. Keehn realized that Breech 
was retiring from Ford just about that 
time and knew that a man of his en- 
ergy wouldn’t want to remain inac- 
tive. He also knew that Breech had 
once been interested and active in 
airlines. Breech had, and was even 
an original TWA director, carrying 
on his key chain to this day the 
iittle oval tag given to the original 
directors back about 1930. Thus 
Breech was as close to a soft touch as 
it is possible to conceive of Ernie 


————— ROR PR ARI £1 Ose Ce” “ER mes ta 
TWA JET TAKES OFF AT CHICAGO: 
on the domestic side, a burst of speed followed by a lag 
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Breech being. And by persuading 
others to serve he helped give TWA 
its strongest board in history.** 

“The ‘Almost’ Airline.” Facing this 
array of talent was an impressive but 
somehow subtly disappointing enter- 
prise—“the ‘almost’ airline,” someone 
once called it. Its 1960 revenues of 
$378.4 million make it the fourth-larg- 
est U.S. airline, topped only by Ameri- 
can, United and Pan American; and 
only the two first-named exceed it as 
domestic carriers. But it lacks the 
aura of leadership to which its size 
would seem entitled. It is the only 
U.S. airline with extensive routes 
both in the U.S. and the Eastern 
Hemisphere, but it has signally failed 
to profit from that fact. It has excel- 
lent route patterns both at home 
(coast to coast) and abroad (across 
Europe and the Middle East to India 
and the Philippines); but their traffic 
peaks conflict with, rather than bal- 
ance, each other. 

One of TWA’s most durable prob- 
lems was fastened upon it by its 
equipment choice made soon after the 
war—although at the time the Lock- 
heed Constellation seemed a_ very 
fetching airplane. However, succes- 
sive Constellation models gradually 
proved inferior to their Douglas coun- 
terparts in almost every respect—cost, 
complexity, speed, comfort or what- 
not—except one, range. And while 
the extra range was a blessing on a 
few of the longer overseas route seg- 
ments, some three-fourths of TWA’s 
revenues were domestic. 

The subtly compounded effect of 
these and other factors is what gave 
the line its equivocal reputation 
among passengers. As the only U‘S. 
airline that could even-handedly pro- 
mote visits to the Taj Mahal, the 
Eiffel Tower, the Statue of Liberty 
or the Golden Gate Bridge, TWA has 
never lacked for glamour in the cus- 
tomer’s eyes. But old TWA hands 
will admit that, at least in times past, 
the more experienced a traveler be- 
came, the more likely he was to give 
the nod to, say, American or United. 
Thus TWA was by many months the 
first carrier to provide nonstop New 
York-San Francisco jet service. * To- 
day it ranks third in a field of three. 

There was nothing equivocal, how- 
ever, about the impact of all these 
factors on TWA’s income statements. 
During the 1950s, the four other larg- 
est U.S. airlines, usually outranking 
TWA in operating margin and nearly 
every other financial measure, never 
failed to show substantial profits. 


**In addition to Breech, the newcomers 
include Chairman George R. Brown of Texas 
Eastern Transmission; former U.S. Steel 
President Clifford Hood; President Barry 
Leithead of Cluett, Peabody; former Mar- 
shall Field Chairman Hughston McBain, and 
former AEC Chairman John A. McCone. 
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TWA, by contrast, lost money during 
three years of that fat decade. 

Brighter Side. Yet the picture that 
confronted the newcomers had some 
notably positive elements. In 1957 
the line’s new Kansas City mainte- 
nance and overhaul base, the newest 
of any major airline, became fully op- 
erational, and ever since has yielded 
a double dividend of lower costs and 
better on-time performance. Last 
year, for example, expenses per avail- 
able ton-mile were cut 742% across 
the system, and since January 1960 
TWA’s jets have shown markedly bet- 
ter on-time performance than either 
American’s or United’s. TWA also got 
its first jets at a surprisingly early 
date—thanks to Howard Hughes, who 
wangled prime delivery positions out 
of Boeing even though he placed his 
orders months after most other U.S. 
airlines. Thus TWA could begin do- 
mestic jet service in March 1959, only 
two months after American and a full 
six months ahead of its most direct 
competitor, United. 

There was also considerable re- 
furbishing of the line’s administrative 
structure by successive presidents, 
who swept TWA clean like a series of 
new brooms. President Burgess, for 
example, had several studies made on 
which President Thomas was able to 
act. “What you had,” recalls Thomas, 
“was a company that hadn’t had its 
structure changed for 12 years,” a 
company in which the president was 
also the chief operating officer with 
11 lines of command out into the field. 
Thomas set up only two lines of com- 
mand, and he prides himself that he 
was able to turn the company around 
so fast that it was nearly able to make 
back in the second half of 1958 the 
$10 million or so it had lost in the first 
half. 

On Time with Too Little. For all these 
elements of progress, however, the 
years of Hughes’ dominance also be- 
queathed TWA a grim legacy. The 
reason the line did so well with its 
domestic jets in 1959 was that it was 
skimping abroad, where Pan Am’s jets 
were running it ragged. Thus TWA 
(see chart, p. 14) showed a 1959 oper- 
ating loss overseas of nearly $8 mil- 
lion vs. a $26.3-million domestic 
operating profit. 

The next year the shoe was on the 
other foot. TWA put nine long-range 
jets overseas and settled for a much 
smaller rise in its domestic fleet, in a 
year when its domestic competitors 
were increasing theirs with a rush 
(United, for example, from ten to 40). 
As a result, foreign operations in 1960 
produced a $17.1-million operating 
profit on record revenues of $101 mil- 
lion (up 35.2%), while domestic op- 
erations showed almost no revenue 
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gain and a small operating loss. 


The trouble was that Hughes’ weird 


method of buying the jets—having 
Hughes Tool order them for later 
lease or sale to TWA—apparently 
could not support orders large enough 
to meet the airline’s needs. Thus in 
1959, when TWA’s international op- 
eration was losing money hand over 
fist for lack of jet equipment, Hughes 
was in such a financial bind that he 
sold six Boeings to arch-competitor 
Pan American. And when the do- 
mestic heat was on the following year, 
a growing fleet of Convair 880s sat so 
long in the sun on a San Diego air- 
field that their white paint yellowed 
slightly by the time of their delivery 
in 1961. 

Money, Etc. The tardy purchase and 
financing of TWA’s jet fleet has sad- 
dled the line with a current interest 
cost of nearly 642°, about 2° higher 
than the present blend rate paid by 
its three principal competitors on their 
long-term debt. TWA’s long-term 
debt, now $265 million, is expected to 
rise to about $500 million upon con- 
clusion of two groups of plane pur- 
chases discussed just below. Thus the 
line faces a maximum additional in- 
terest burden of some $10 million a 
year above and beyond what it would 
have had to pay at the rates its com- 
petitors now enjoy. 

Though TWA of all airlines needs 
its own terminal at New York’s 
International Airport to exploit its 
unique position as both a domestic 
and an overseas carrier, it was 
perhaps inevitable that the parade 
of presidents should leave the line 
a solid two years late in complet- 
ing its passenger terminal. And 
there is no way of estimating the cost 
of the pervasive uncertainty about 
what equipment the line would be 


getting and when. “First we would 
be getting a Convair 880,” said one 
vice president, “and then we wouldn't, 
and then we would again, and so on. 
It was either chicken or feathers all 
the time.” 

Fast Work. The new management's 
opinion of what needed doing first at 
TWA may be deduced from Tilling- 
hast’s moves upon taking office in late 
April. In scarce two weeks he had 
placed an order for 26 additional Boe- 
ing jets, 20 medium and six long- 
range, to cost a cool $187 million. The 
line expects to generate $40 million 
of this cash, but the remaining $147 
million will be raised through a long- 
term deal that A.V. (“Vic”) Leslie, 
TWA senior vice president for finance, 
described at Fores’ press time as “all 
glued together but not yet set.” 

After the delivery of these 26 craft 
next year, one might assume that 
TWA would be in respectable com- 
petitive shape, owning 73 jets vs. 
American’s 74 and United’s 88. But 
TWA has some 23,000 foreign route 
miles to service that American and 
United do not, and that will take some 
18 planes. Thus TWA’s domestic cov- 
erage is not so ample as it might 
seem. Further, the totals above do 
not count the large number of short- 
range jets that American and United 
have on order for 1963-64 delivery 

Hence TWA now has engineering 
teams evaluating two short-range jets, 
the French Caravelle and the Boeing 
727. And in the near future a furthe 
order should be placed for perhaps 
20 such craft, at a total cost of some 
$100 million. 

Bear Tracks. The recent Boeing or- 
der also evoked growls from Howard 
Hughes, who sent a letter dark with 
threats to the voting trustees, the 
lending institutions and almost every- 
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one else concerned. As Hughes’ letter 
itself makes abundantly clear, a ma- 
jor point at issue is more than $75 
million worth of Convair jets that 
Howard Hughes may have to eat. He 
had originally (1956) ordered 30 Con- 
vair 880s, all purchased by Hughes 
Tool presumably for eventual TWA 
use. Later he ordered thirteen 990s. 
In the financing negotiations of 1960, 
he agreed to give TWA only 20 of the 
880 models. Hughes had got rid of 
six more 880s by surrendering his de- 
livery positions to Northeast. But that 
still left 17 planes—four 880s and 
thirteen 990s—with no home. 

“The whole point of this recent 
Hughes exercise,” says Tillinghast, “is 
that Hughes had ordered 17 airplanes 
that he’d like to sell to TWA when, as 
and if he considered it desirable to do 
so. When we made our commitment to 
Boeing, that meant he’d lost his like- 
liest customer. Now he faces the pros- 
pect of going to bed with 17 airplanes.” 

Are there any signs of capitulation 
in TWA, in the face of the threatened 
suit? “I don’t think you will find any- 
one in the company in that frame of 


ON TIME 
WITH THE JETS 


Since the start of the jet age, TWA 
has made money when and where it 
had jet equipment, and lost it when 
ond where it did not. Its International 
Division lost ground in 1959 when all 
TWA jets were concentrated in its U.S. 
routes. The following year Interna- 
tional accounted for all the line's 
operating profit, while operating net 
from domestic operations disappeared 
under the pressure of vastly increased 
domestic jet competition. 
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mind,” says Chairman Breech. “I'd 
prefer not to have a fight, but I’ve 
never run away from a good one if I 
thought I was right.” And ex-lawyer 
Tillinghast opines: “I don’t think such 
a suit could accomplish anything le- 
gally. It can’t upset the financing of 
the Boeing order—though it can be 
damaging by occupying our time and 
keeping us from more pressing mat- 
ters. And it doesn’t gain us any air- 
line passengers.” 

Mushy Weather. Tillinghast’s con- 
cern with gaining passengers is un- 
derstandable in view of the sudden 
soft spot the line has encountered re- 
cently. First quarter 1961 losses, in- 
creased by the February strike of 
flight engineers, was $9.3 million vs. 
$6.8 million for the same period of 
1960. And whereas in 1960 the line 
made up all its first-quarter loss in the 
second quarter, this year’s second 
quarter will be in the red. 

E.O. (“Oz”) Cocke, TWA general 
manager and senior vice president, 
attributes the domestic passenger fall- 
off that produced the loss to the late 
unlamented recession: “We get a de- 
layed reaction to recessions—why, I 
don’t know.” But his deeper concern 
is with international travel, which was 
the only profitable portion of TWA’s 
business last year. 

The foreign problem is simply one 
of mushrooming capacity on the North 
Atlantic run, against a backdrop of 
little or no traffic gain. In April, the 
latest month for which final figures 
are available, seating capacity on the 
North Atlantic run was a whopping 
54.4% above 1960, with only some 9% 
more passengers. Hence only 47.3% of 
these seats were used vs. 67% a year 
earlier. And an actual decline in pass- 
port issuances is dour evidence that 
the trend is unlikely to end this year. 

Exile’s Return? If the prompt decline 
of TWA’s stock upon the news of 
Hughes’ threatened suit is any in- 
dication, there is a considerable body 
of opinion holding that Hughes will 
not rest until he can gain control of 
the company again. That he will try, 
the TWA _ executives who know 
Hughes best are quite prepared to be- 
lieve. “Even if he goes on vacation,” 
says one, “the thing will still be there 
haunting him’’—though he adds pru- 
dently, “My experience is that cal- 
culating Hughes’ actions is a waste of 
time; it’s not within the ken of com- 
mon man.” 

However, the bars that keep Hughes 
out seem exceptionally strong. He 
could, theoretically, get back full vot- 
ing rights in his TWA stock by ex- 
ercising the option he holds to retire 
the $92.8 million worth of sinking 
fund notes in the hands of the in- 
surance companies. But to do so be- 
fore next March would cost him a 
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FOOD & DRINK BY JET: 
more for first class 


22% premium, which will decline by 
only 2% yearly thereafter. Further, 
TWA’s financing for its recent 26-jet 
order will undoubtedly call for im- 
mediate payment in full of any re- 
maining balance whenever the voting 
trust is terminated—i.e., if Hughes 
ever returns. 

Hughes also has the Government 
to contend with. In reviewing and 
approving the financing deal that also 
put Hughes’ stock in trust, the Civil 
Aeronautics Board announced in ad- 
vance its grave doubt whether it 
would approve any future take- 
charge move by Hughes. “It is clear 
that such approval,” waggled the 
CAB, “would not be forthcoming 
without a searching inquiry into the 
public interest factors affecting such 
control.” 

Clearing the Decks. On the whole, it 
is to be hoped that Howard Hughes 
will never again be able to exercise 
the absolute power he once held over 
TWA. The hope is not expressed from 
any high-flown considerations of eco- 
nomic morality or national interest. 
Rather, it is because Hughes is basi- 
cally a distraction: no rational analy- 
sis of TWA and its prospects seems 
possible without soon being perverted 
into a discussion of this mysterious, 
magnetic, remarkable man. 

Today the airline is not only out 
from under his control, at least tem- 
porarily; it is also, for the first time 
in its history, in a position to exploit 
its unique route structure and its un- 
questioned technical competence on a 
relatively even footing, in manage- 
ment and equipment, with its major 
competition. In short, TWA today is 
the closest it has ever been to becom- 
ing a really first-rate airline. It would 
be a shame if the chance were missed. 
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REAL ESTATE 


A MATTER 
OF TIMING 


Whatever happened to that 
“glamour” issue put out last 
year by Levitt, the home 
builder? Answer: it quickly 
lost much of its glamour. 





ACCORDING TO no less an authority 
than William J. Levitt, president of 
home-building Levitt and Sons, Inc.,* 
last year was “the most depressing 
period in modern building history.” 
As economic history, Levitt’s state- 
ment was questionable: 1960 was not 
as bad as all that. But for the 2,000 
minority stockholders who took up 
the offering of 600,000 Levitt shares 
early in the year, Levitt’s description 
did not sound like exaggeration. 

Their company certainly had a de- 
pressing year, as Levitt informed them 
last month in his annual report. The 
nation’s master-builder of mass pro- 
duced homes (Levittowns in Long 
Island, New Jersey and Pennsylvania, 
among other projects) ran into a re- 
cession that was especially severe on 
home builders, sold just $15.9 million 
worth of new homes and property in 
the fiscal year ended last February. 
The result: a loss (after tax refunds of 
$664,000) and $763,200, the equivalent 
of 25c a share, and the worst earnings 
performance in a decade. 

Nice Timing. That performance was 
understandable in view of conditions 


*Levitt and Sons, 
counter. Recent 


Inc. Traded over-the- 
price: 642. Price range 
(1961): high 8; low, 412. Dividend (fiscal 
1961): none. Indicated fiscal 1962 payout: 
none. Earnings per share (fiscal 1961): d25c. 
Total assets: $25.2 million. 


LEVITT’S LEVITT: 
depression, but not despair 
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in home-building. It was not, how- 
ever, quite what Levitt’s new stock- 
holders had expected. In February 
1960, right at the start of “the most 
depressing period in modern building 
history,” President Levitt made the 
first public offering of stock in the 
company his father had founded back 
in 1929. Through a syndicate of 52 
firms headed by New York’s Ira 
Haupt & Co., Levitt sold off 20% of 
his company. While retaining a firm 
80% control he thus pocketed some- 
thing like $5.4 million after all under- 
writing charges. 

The $10 per share offering price 
was, as it happened, nearly 40 times 
the 26c per share Levitt and Sons 
earned in fiscal 1960, more than 100 
times the net per share in 1959 (9c) 
and 1958 (7c). It figured out to be 
more than double the book value. 
Even ironing out the ups and downs 
in the home-building industry over 
a ten-year period (including a record 
profit of $1.27 a share in 1954), the 
offering price still came to 40 times the 
average yearly net per share since 
1952. 

Gnat’s Eyelashes. Why had the pub- 
lic willingly paid such a high price? 
Especially in a poor building year? 
The publicity and glamour surround- 
ing the name Levitt undoubtedly had 
played a part. The prospects seemed 
intriguing, too. “When we took the 
deal, we had worked the earnings 
prospects down to a gnat’s eyelashes,” 
recalls Lewis Krohn of Ira Haupt, the 
syndicate managers. “At the time, we 
figured earnings of 60c per share or 
more for the coming year, $1.50 the 
year after. Was $10 out of line with 
that?” 

Instead of the 60c earnings, how- 
ever, the new investors got red ink. 
Thus, investors needed little time to 
decide that $10 per share was out of 
line. Despite the fact that the offering 
was oversubscribed, no fast run-up 
in price resulted. “Except for a few 
minutes the day they started trading 
over-the-counter,’ said Krohn last 
month, “Levitt shares never went to 
a premium.” Before 1960 ended, in 
fact, Levitt shares had plummeted 
below $5. Last month, they traded 
around $7. 

Profits, Only Profits. Despite the re- 
cent and dismal past, President Levitt 
feels stockholders ought not to des- 
pair. Unlike past years, when he 
usually tackled only one project at a 
time, Levitt has more than one major 
project going. He has three—two in 
New Jersey and one outside Washing- 
ton, D.C. “For the foreseeable future,” 
says he, “only profits will be the rule.” 

But Wall Street is not so certain 
that the profits will come easily. The 
mass production techniques pioneered 


by the Levitts have now been mas- 
tered by others. Competition is fierce 
as never before. And Levitt’s cur- 
rent projects are relatively small by 
its own standards. Understandably, 
more than one Levitt stockholder 
has been known to wish out loud that 
Bill Levitt had chosen a different 
time to market his shares. 


OIL 


PROTESTED BANNS 


The Justice Department has 

rebuffed two _ prospective 

mates for Union Oil. One 

of them is having trouble get- 
ting his ring back. 


Five years ago Gulf Oil* had rathe: 
more ready cash than it needed. Union 
Oil Co. of Californiat was somewhat 
strapped. So they got together. Gulf 
loaned Union $120 million in return 
for debentures convertible into 2.7 
million shares of Union common. 
But Gulf had driven a hard bar- 
gain; if it converted its stock, it would 
have had a controlling, 25% interest in 
Union’s $660-million refining and 
marketing network. An _ eventual 
merger seemed in the air. For Gulf, 
moreover, Chairman Reese Taylor's 
Union Oil was a perfect match. Union 
was short of crude, but Gulf had 


*Gulf Oil Corp. Traded NYSE. Recent 
price: 385,. Price range (1961): high, 40; low 
3514. Dividend (1960): $1. Indicated 1961 pay- 
out: $1. Earnings per share (1960): $3.20 
Total assets: $3.8 billion. Ticker symbol: GO 


*Union Oil Co. of California. Traded NYSE 
Recent price: 547,. Price range (1961): high 
6315; low, 4234. Dividend (1960): $1.50. Indi- 
cated 1961 payout: $2. Earnings per share 
(1960) : $3.96. Total assets: $660 million. Tick- 
er symbol: UCL, 


UNION’S TAYLOR: 


no union with Gulf 
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plenty of it in Kuwait and, where Gulf 
was relatively weak in the vast West 
Coast market, Union Oil was strong. 

Justice Says No. It would have made 
a good match except for one thing: 
though engaged the two could never 
get married. Recently the Justice 
Department made it clear to Gulf that 
it would not permit conversion of the 
debentures. 

Which left Gulf in a rather un- 
happy position. The debentures, 
which it could never convert, were 
returning only 344% interest. This at 
a time when bonds of similar quality 
and maturity were yielding around 
414%. 

But last month the two announced 
they had come to an amicable part- 
ing of the ways. Union agreed to buy 
back the bonds at par, was busily 
selling $120 million worth of bonds 
on Wall Street, only half of them 
convertible, to raise the money. Thus 
Union was averting the change of 
control and much of the potential 
dilution that would have resulted from 
the original bargain. Gulf was at least 
getting its $120 million back intact. 

But Little More. Gulf was about 
where it had been before the whole 
thing started—and with precious little 
in the way of return on its five-year 
investment. Nor was it exactly clear 
what Gulf would do with the $120 
million; its coffers are already bulg- 
ing with almost $500 million in cash 
and equivalent. 

With Gulf out of the picture, one 
other Union suitor remained: Phil- 
lips Petroleum, which in 1959-60 
bought some 14% of Union’s 8.7 
million outstanding shares and is 
known to have cast longing eyes on 
Union’s West Coast outlets. But 
Phillips, too, was forbidden by Justice 
Department edict from merging with 
Union. Phillips’ best hope seemed to 
be a chance to sell its shares to some 
other company which might be per- 
mitted to merge with Union. Failing 
that, Phillips faced the prospect of 
being a locked-in stockholder with 
an investment of some $50 million. 

At the moment, that seemed to 
leave Gulf at least somewhat better 
off from the deal than Phillips. “We 


feel,” sighed Gulf Executive Vice 
President Joseph E. Bounds last 
month, “that it was a very good 


deal for us getting our money back 
at par.” In one respect, however, Phil- 
lips was ahead in the game: with 
Union common selling last month 
around $55, Phillips could count on a 
potential paper profit of perhaps $10. 
Yet even that depended on finding a 
buyer. And, so long as the Justice 
Department was making things tough 
for Union’s suitors, that would be no 
easy job. 
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PULP & PAPER 


BLEAK OUTLOOK 


When will West Virginia 
Pulp & Paper’s fortunes turn 
up? “Next year,” says Presi- 
dent Luke, but adds: “Don’t 
expect anything big.” 





WHEN machine No. 9 starts up this 
fall at West Virginia Pulp & Paper 
Co.’s* mill on the Potomac River in 
Maryland, President David L. Luke’s 
ten-year, $220-million job to rebuild 
the company will be complete. There 
will not be a loose cotter pin rattling 
anywhere in his $270-million plant. 
Is all this cheering news to West 
Virginia’s 8,700 long-patient stock- 
holders? Hardly. “This,” says Luke, 
“will be the worst year we have ever 
had.” 

The Whipsaw. Not counting some 
red-ink years during the 1930s, Luke 
might not be far wrong. In the first 
six months of its fiscal year (ending 
Oct. 31), West Virginia’s six mills 
rolled out its basic products, paper 
and paperboard, at about 86% of 
capacity. Even the rigors of the indus- 
try’s price war did not keep sales from 
advancing a bit (to $122 million). 
But West Virginia’s profits dropped 
a jarring 46% (to just 6lc a share), 
barely covered the 60c first half 
dividend. 

In effect, Luke was earning less 

*West Virginia Pulp & Paper Co. Traded 
NYSE. Recent price: 34!4. Price range (1961) : 
high, 4234; low, 35. Dividend (fiscal 1960) 
$1.20 Indicated fiscal 1961 payout: $1.20. Earn- 


ings per share (fiscal 1960): $2.07. Total as- 
sets: $270.3 million. Ticker symbol: WP 


PAPER MILL AT LUKE, MD.: 
the upturn was still around the corner 














than 3c (actually 2.7c) on each sales 
dollar—or little more than if he were 
running a_ well-organized grocery 
chain. 

Not even the doughtiest of West 
Virginia’s shareholders had been pre- 
pared for anything like this. Just a 
few short years ago, the paper busi- 
ness was good enough so that Luke 
could cheerfully spend between $15 
million and $20 million a year on his 
plant and still get an 8% return on 
sales. Those halcyon days are now 
over. 

West Virginia then also had high 
hopes for some potentially profitable 
new lines (e.g., stretchable CluPak 
papers and paper fabrics). But they 
have yet to pay off. “In six years,” 
says Luke, “I would guess we have 
put about $5 million into CluPak and 
we have not taken anything out in 
the way of profits yet.” Considerable 
pressure on West Virginia’s earn- 
ings has also built up in the form 
of start-up costs, as Luke put the 
finishing touches on his big new plant. 
Since October the cost of starting up 
new papermaking operation at Luke, 
Md. has been well over $5 million, 
and bids fair to run close to $8 mil- 
lion or $9 million before the com- 
pany’s fiscal year closes. This whop- 
ping bite left West Virginia with just 
$3.3 million in net income in the first 
half. Said Luke last month: “I see 
no improvement at all in the July 
quarter.” 

Still Hopeful. When can things be 
expected to get better? “Next year,” 
answers President Luke. “But don’t 
expect anything big; it will not be 
like rolling up a window shade.” One 
reason it won’t is that Dave Luke in- 
tends to keep right on spending in a 
big way—to the tune of perhaps $20 
million a year. “We have a new plant, 
but we are going to try our darned- 
est,” he says, “to obsolete everything 
we have.” 

If things go well, Luke would like 
to increase his chemical sales, now 
a $10-million business, five- or 
six-fold by 1970. Paper fabrics, 
he thinks, also spell opportunity. 
“But,” he says, “we have got to get 
the rattle out of our paper fabrics 
before we can make them a big 
seller.” All this, plus tinkering with 
his new plant, will cost perhaps $20 
million a year. Says Luke: “We will 
be covering that with our deprecia- 
tion charges every year, instead of 
spending at roughly twice our de- 
preciation rate, the way we have been 
in the past.” 

Thus Luke hopes one day to re- 
store West Virginia’s former profit- 
ability. But that day, he concedes, 
will not come this year—and prob- 
bly not in fiscal 1962 either. 
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TRANSPORTATION 
EQUIPMENT 


SPOTTY RECOVERY 


Manufacturers of transpor- 
tation equipment were ex- 
tremely hard hit by the 
recession. Part of the indus- 
try has already picked up, but 
the rest is still merely hoping. 





EcONOMISTS may quibble as to whether 
the 1960-61 recession was a real reces- 
sion. There could be no argument, 
however, as far as the manufacturers 
of transportation equipment were 
concerned. For them it was a full- 
fledged slump, one of the worst since 
the end of World War II. Even highly 
prosperous General American Trans- 
portation felt the effects, with earnings 
down to 77c in 1961's first quarter as 
against 92c a year earlier. Every 
major manufacturer of railroad or 
trucking equipment suffered (see 
table below). 

For some in the industry, the 1960- 
61 slump was merely a worsening of 
a downtrend which has been going 
on for some time—as the table shows. 
For others it was an interruption of 
the modest growth which five of the 
12 have managed to produce in this 
highly cyclical industry. 

Especially hard hit, as might well 
have been expected, were the makers 


of railroad supplies and equipment: as 
of the latest figures available last 
month, freight car builders had orders 
on hand for only 13,964 cars (of which 
9,626 will be made by the railroads 
themselves), the lowest number since 
the 1930s and barely 15% to 20% of 
the level of a few years ago. 

Wall Street Watches. Dismal as all 
this might sound, it explained ex- 
actly why this particular group of 
companies was very much under 
Wall Street’s scrutiny last month. 
Having been so badly hit, The Street 
reasoned, this was the very group of 
companies that stood to rise farthest 
and fastest with industrial recovery. 

What were the signs last month? It 
depended on whom you talked with. 
Among the makers of highway and 
trucking equipment, a definite pickup 
had already taken place. White 
Motor, biggest independent manufac- 
turer of heavy duty trucks, was not 
even bothering to hedge its optimism. 
“We have,” declared Executive Vice 
President Henry J. Nave, “stepped up 
production so that it is now 50% 
higher than this time last year. Our 
second half will be a whale of a lot 
better than the second half of 1960, 
and the way things are going, 1962 
should be better than 1961.” 

Fruehauf Trailer Co., which makes 
the equipment used by the big trucks, 
was hardly less pleased by the way 
things were going. Said Executive 
Vice President Harry E. Foulkrod: 


“Our incoming orders are 40% over 
what they were at this time last year. 
The first quarter improved month by 
month over the fourth quarter of 
1960, and in this last month the im- 
provement has been really sub- 
stantial.” 

Still Waiting. But the makers of rail- 
road equipment were still waiting. 
Despite the 20% rise in carloadings 
from the low point of the year, the 
railroads were still by and large mak- 
ing do with the equipment they had 
and relegating damaged equipment to 
the sidings. “The railroads,” lamented 
Charles T. Zoaral, president of little 
New York Air Brake, “don’t have 
much incentive to improve facilities 
because of their financial plight, so 
their rolling stock is deteriorating.” 

Pullman, Inc.’s Champ Carry was 
even less encouraging. “The rail- 
roads,” declared he flatly, “are hold- 
ing off until they see a real improve- 
ment in business. They haven’t seen 
any yet and neither have I.” Slightly 
more hopeful was Francis H. Bowland, 
general manager of ACF Industries 
car and foundry division: “New 
orders,” said he, “aren’t picking up, 
but we're getting more inquiries 
Usually this is a good sign.” 

For Pullman and ACF, of course, 
the sad state of the freight car busi- 
ness is not the unmitigated disaster it 
once might have been. ACF is an 
important maker of freight and pas- 
senger cars and its highly profitable 


Company 
General American Transport. 
Pullman 
Symington Wayne 
Mack Truck 
White Motor 


$168 


Company 
ACF Industries; ; 
Alice Products* 
American Brakeshoe 
Fruehauf Trailer 
N.Y. Air Brake 
Union Tank Car 
Westinghouse Air Brake; 


$246 
121 
147 
234 
42 
31 
173 


— Sales (million) — Annual 
1955 1960 


r— Sales (million) — Annual 
1955 1960 


' ACCELERATION & DECELERATION 


These makers of transportation equipment have improved 
their position over the past six years. . . : 


—__—————— Earnings Per Share— 

1960 1960 

$3.44 $0.92 
2.63 0.72 
1.35 0.25 
4.10 1.02 
3.10 1.23 


1958 

$2.63 
2.17 
0.90 
3.13 
2.95 


$251 


these have fallen back. 


—__—_—_—_———-Earnings Per Share— 
1960 1960 
$3.50E $1.82 
40.51 0.27 
3.48 0.64 
1.35 0.58 
2.30 0.53 
2.20 0.56 
1.81 0.48 


1955 
$6.54 
1.91 
5.08 
3.57 
2.94 
2.60 
2.02 


$2596 


*Excludes $2.07 special dividend from Montreal Locomotive in 1955 net per share; excludes special credit of 54 cents in 1960 net. tExcludes 96c non- 


& recurring credit in 1955. ttYear ends April 30 of following year. E—Estimated. 


First Quarter 
1961 


$0.77 


First Quarter ; 
196 


$0.48E 


Indicated 
Dividend 
1961 
$2.25 

2.00 
0.80 
1.80 
2.00 


Range 
1955-61 


86 42-28% 

42-21% 
18%- 612 
52%-12% 
67%-17% 


0.46 
0.09 
0.49 
0.70 


Indicated 
Dividend 
1961 


$2.50 
0.40 
2.40 
1.20 
1.60 
1.60 
1.20 


Recent 
Price 


56% 
17% 
50% 
25% 
33% 
35% 
27% 


Range 

1955-61 
71-35% 
26%-10% 
58-32% 
38%- 8% 
365%-17% 
37%-24% 
3842-17 


0.02 
0.56 
0.10 
0.28 
0.56 
0.39 


Forbes, Juty 1, 1961 


17 





freight car leasing subsidiary, SHPX, 
earned an estimated $1.25 a share in 
the last fiscal year. Pullman is the 
second largest maker of highway 
trailers (after Fruehauf), and owns 
M.W. Kellogg, a major builder of pe- 
troleum and chemical plants. Thus 
Pullman has actually been able to 
edge its profits ahead in recent years 
in spite of the sad state of its oldline 
freight car business. Even so, neither 
ACF nor Pullman can turn in really 
satisfactory profits unless the railroad 
equipment side of their business is 
pulling its weight. 

Tattered Finances. A major trouble 
with the railroad equipment business 
is, of course, the tattered state of most 
of its customers’ finances. Even when 
they need equipment many roads are 
hard pressed to pay for it. Union 
Tank Car and General American 
Transportation are rather better off in 
this respect than ACF and Pullman. 
Most of their business is in leas- 
ing equipment rather than selling 
it. Then, too, much of their business 
is with shippers rather than with 
railroads. 

In this respect these two companies 
have been riding with the tide more 
than most railroad equipment manu- 
facturers. They have been able to 
capitalize on the trend by big ship- 
pers to use more and more of their own 
cars, which the railroads merely haul. 
They have also profited from the tax 
and financing advantages of leasing. 
“The recent recession,” says Union 
Tank Car President Edwin A. Locke 
Jr., “did nothing more than slow 
our rise. Now it seems to be resuming 
again. There has been some pickup 
this spring in the demand for new 
tank cars, and there is a definite im- 
provement in basic demand.” 

Comforting Probability. But car leas- 


ing was the only bright spot in the 
rail equipment business. The rest of 
the industry could take comfort from 
only one probability: that a sharp 
industrial pickup would inevitably be 
reflected in rising railroad carload- 
ings—and, what with unserviceable 
cars at the highest level in 22 years, 
the railroads would have to start 
buying again. Thus even dour Champ 
Carry has not entirely abandoned 
hope. A veteran railroad equipment 
man, he knows that it is often darkest 
just before the dawn. “You never can 
tell,” concedes he. “Over the years 
I’ve seen things happen very suddenly. 
Sometimes a railroad will say it’s not 
going to order anything and two 
weeks later it orders.” 


COMMODITIES 





JUMPING BEANS 


Soybeans are in their wildest 

trading markets in years and 

are the unquestioned star per- 

former in the commodity 
marts. 


Wuat kind of commodity trading 
season has it been? Well, the cotton 
expert dawdles with his pipe, the 
potato specialist tells jokes to the 
wheat man as they watch the Translux 
board. And just about everybody 
scrambles to get out of the way of the 
soybean specialist as he works him- 
self into his daily lather. 

Like the Old Days. Since last Novem- 
ber, soybeans, in short, have provided 
the kind of excitement—and the 
chance to make money—that nervy 
commodity traders look for. Instead 


CAN ORDERS BE FAR BEHIND? 


orders be far behind? 


It usually takes a few months for improved 
felt in new orders for freight cars. Question: with car loadings now rising, can car 


freight car loadings to make themselves 
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TRADING OF SOYBEAN FUTURES: 
swinging with their old verve 


of the narrow 20c-or-so range they 
have moved in since 1957, soybeans 
in the current futures trading season 
have swung high and low with all 
of their old verve and volatility. 

Between last November and the first 
part of May, feverish futures specula- 
tors tacked a whopping $1.27 onto the 
price of a bushel of soybeans (up 59°; 
from $2.1342). Since then, the liqui- 
dation of the July contract has been 
just as spectacular—but in the other 
direction. From a high of $3.40 in 
early May, the price skidded by mid- 
June to the mid-$2.60s and seemed a 
sure bet to fall even further before 
the month was out. 

In this kind of market, and with the 
tiny margin requirements of the Chi- 
cago Board of Trade (up from 4% last 
fall to about 10% now), a trader who 
knew what he was about could obvi- 
ously make a lot of money. Says Fred 
Clifton, soybean specialist at Merrill 
Lynch, Pierce, Fenner & Smith: “A 
conservative trader who bought a $500 
contract last fall would have walked 
out with $3,500 in April—and that 
was before the market peaked.” Even 
the uninitiated had their day. One 
broker tells of an electrician who 
bought a futures contract for 40,000 
bushels of soybeans on margin one 
morning and sold them at a $1,200 
profit that afternoon. 

What caused all the excitement? A 
combination of circumstances. The 
1960-61 boom was caused by a down- 
turn in total visible supply combined 
with an upturn in demand (mainly in 
exports to Japan, which had been cut 
off from Red China’s enormous soy- 
bean supplies). The subsequent de- 
cline resulted largely from _ profit- 
taking after the previous rise. The 
same combination of events is not 
likely to happen again for a while. 
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SPECULATION 


SHADES OF 
PROHIBITION 


Why the loophole in 
Federal Reserve's 





the 


margin 


requirements? Memories of 

bootleggers call forth a re- 

ply: Don’t pass a law you 
can’t enforce. 


For 25 years, the Federal Reserve has 
held sweeping powers to regulate cash 
margin requirements on stock pur- 
chases. Yet there have always been 
moneylenders on Wall Street ready, 
willing and legally able to help specu- 
lators avoid them. Normally such 
backdoor financing attracts little no- 
tice. But last month it was very much 
in the news. The untidy affairs of an 
outfit called First Discount Corp., as 
exposed in two different investiga- 
tions, served as a tawdry reminder of 
the loophole itself, the moneylenders 
who exploit it and of the ethics of 
some of the exploiters. 

The loophole Wall Street’s money- 
lenders use is simple. While the Fed 
can and does regulate credit extended 
by banks and brokerage houses on 
stock purchases, it makes no attempt 
to regulate credit supplied by private 
lenders. 

First Discount Corp. is, or rather 
was, one such private lender, extend- 
ing loans up to 85% or so on the 
market value of stocks posted with it 
as collateral. There are hosts of others. 
One Sunday last month, no less than 
five other moneylenders advertised 
their willingness to do the same in the 
pages of the New York Times. * 

Small... but Oh My! Just how much 


speculative cash these and perhaps 
dozens of other moneylenders pour 
into Wall Street there is no sure way 
of knowing. At the time its peccadillos 
were uncovered last month, First Dis- 
count Corp. alone had extended some 
$4.5 million to more than 150 clients 
in loans secured by stocks. 

Compared with the $4 billion in 
regulated margin credit outstanding 
recently, the amount of all such un- 
regulated credit is probably small. 
Yet the speculative leverage it pro- 
vides is great. Using regulated credit, 
a speculator last month would have 
had to put up $70 of his own cash for 
every $100 in listed stocks* he bought. 
But by using a moneylender, he could 
have carried the same amount with 
just $15 cash. 

The interest rates on such borrow- 
ings are steep—at least 1.25% per 
month of late, or a whopping mini- 
mum of 15% per year. But the men 
who ran First Discount Corp., one 
Arthur Katz and one Leo Sinsheimer, 
were not content with that. Working 
through a corporate shell named Arlee 
Associates, they illegally used securi- 
ties they held as collateral to finance 
their own stock market speculations. 
After the Securities & Exchange 
Commission and the Manhattan dis- 
trict attorney blew the whistle last 
month, Katz and Sinsheimer were ar- 
rested and charged with grand larceny 
of securities worth over $1 million. 

Risks & Faith. Larceny, of course, is 
no specialty of unregulated money- 
lenders. It can happen anywhere a 
felon has access to other people’s as- 
sets. Last September, a partner in a 
New York Stock Exchange member 


*The Fed’s margin requirements apply only 
to stocks listed on national exchanges. They 
do not apply, in general, to over-the-counter 
stocks and corporate and government bonds 


FLURRY OF TRADING ACTIVITY AT THE NYSE: 
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backdoor financing was also booming 


THE FED’S WILLIAM MARTIN: 
you can’t plug every loophole 


firm was similarly found to have 
pledged his customers’ securities for 
his own purposes. 

But there are other reasons enough 
for any but the boldest speculator to 
be wary of getting involved with un- 
regulated lenders. There are, first and 
foremost, the high interest rates, 
ranging from 15% to as high as 24%. 
“Handling fees” and other extras can 
raise the effective rate even higher. 

On top of this, of course, thin- 
margined speculators always face the 
prospect of a quick call to come up 
with more cash if prices of their stocks 
start tumbling. Naturally, the thinner 
the cash margin, the quicker the call 
Some of the unregulated money- 
lenders are notoriously so set on hail 
trigger that they take their pound 
of flesh (by selling out a margined ac- 
count) on the slimmest hint of trouble, 
devil take their customers. Consider- 
ing the inherent risks all stock pur- 
chases carry, one Federal Reserve of- 
ficial last month could only marvel at 
speculators’ willingness to take on the 
added risks the moneylender im- 
poses. “It’s astonishing to me,” said 
he, “the faith some people have in 
their ability to pick winners.” 

So Small, So Many. At first blush, 
it might seem equally astonishing that 
the Federal Reserve, which has the 
theoretical power to clamp controls 
on private moneylenders, has never 
chosen to do so in all these years. 
“The reason,” says one Fed official, 
unofficially, “is the same reason they 
couldn’t stamp out bootlegging dur- 
ing prohibition. There are too many of 
these guys around. They are too small. 
They can change their phone number 
in a day, their office in a week, their 
name in a month. They get their capi- 
tal from aunts & uncles, from foreign 
banks and Lord knows where else. We 
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could include them under the regu- 
lation but we would have no practi- 
cable way to enforce it. What good is 
a rule you can’t enforce?” 

In the case of First. Discount Corp. 
clients alone, the search for an answer 
may have cost $1 million. 


UTILITIES 


THE TRAIL BLAZER 


Why pay the tax man more 

than you need to, asks Gen- 

eral Public Utilities’ Presi- 

dent Albert Tegen. So he’s 

pushing a scheme to cut his 

tax bill and raise funds more 
cheaply too. 


NoTHING is calculated to grieve the 
heart of the utility stockholder more 
than the great chunks that must be 
hacked out of income before com- 
mon shareholders get a single penny 
in dividends. With debt normally 
making up roughly half of its total 
capitalization, interest charges can 
swallow up as much as 40% of a 
utility’s gross income. Worse, divi- 
dends on the preferred stocks so 
favored by utilities frequently pare 
after-tax income by another 15% 
or so. 

Two Birds. Last month one major 
electrical utility launched an experi- 
ment that bids fair to lighten this 
load. The trai! blazer: President 
Albert F. Tegen of General Public 
Utilities Corp.,* a holding company 
Public 


Recent 
(1961) high, 


*General 
NYSE 


Utilities 


— 2915 
3153; low, 


Corp. Traded 

Price range 
265,. Dividend 
(1960): $1.13. Indicated 1961 payout: $1.16 
Earnings per share _ (1960) $1.61. Total 
assets: $930.7 million. Ticker symbol. GUY. 


GEOMETRICAL DESIGN OF 


V-STRING 


with four operating subsidiaries in 
Pennsylvania and New Jersey. His 
two-phase plan: 1) to halt the sys- 
tem’s preferred stock issues and in 
their place sell unsecured debentures; 
2) to give “early consideration” to re- 
tiring the system’s already issued pre- 
ferred stock. 

This plan, Tegen hopes, will kill 
two birds with the one stone. For 
one thing, interest on debentures is 
tax deductible, while preferred divi- 
dends, of course, are not; so he could 
make sizable tax savings. For an- 
other, with preferreds nowadays yield- 
ing as much as 542%, he counts on 
being able to raise needed capital 
much more cheaply through deben- 
tures. “The preferred market,’ ex- 
plains Tegen, “is nonexistent at the 
moment, the rates are so high. So we 
are using this device to fill up the 
vacuum caused by high rates on 
preferred.” 

Accordingly, last month Tegen 
floated his system's first unsecured 
debt issue ($12 million of subsidiary 
Pennsylvania Electric’s 25-year de- 
bentures). Will he then follow through 
and liquidate his preferred issues 
altogether? Tegen hedges on that 
one. “We are not at present plan- 
ning to retire our preferred,” he says, 
“but that doesn’t mean to say we 
won't do it.” Most utility men, though, 
incline to think that Tegen will go 
ahead and do it. In fact, he may be 
under pressure to do so from the 
SEC, which gave Tegen the green 
light on the debenture and 
would like to see GPU stick to a 
simple, three-security capitalization. 

Tegen’s progress was being watched 
closely not merely by Manhattan’s 
bond experts, but by utilities across 
the land—many of them much more 


issue 


INSULATOR ASSEMBLIES: 
less to pay for the construction dollar? 


GPU’S ALBERT TEGEN: 
lightening the load 


heavily loaded with preferred than 
General Public Utilities. Tegen’s 
move, indeed, has them agog. It may 
well spur a wide reassessment of the 
heavy role played by preferred in 
utility financing. 

However hypothetical any such 
large-scale switchovers may be at this 
stage, there’s big money involved. For 
General Public Utilities itself, the tax 
saving would have been less than 
10c on 1960's $1.61 earnings per share. 
But Con Edison, for instance, paid 
out almost $12 million last year in 
preferred dividends, or 77c a common 
share. Had it held debentures in- 
stead, the tax saving could have ex- 
ceeded 40c a share. For Pacific Gas 
and Electric, savings could have 
amounted to as much as 50c a share. 

The Big Question. The crucial ques- 
tion, of course, is how this innovation 
would affect the utilities’ secured 
(i.e., mortgage) bond ratings. The 
better the rating, the lower the in- 
terest they need pay to raise money. 
So a utility moving out of preferreds 
into debentures would have to keep 
a wary eye on the bond raters’ most 
cherished ratios—the ratio of funded 
debt to net property, and the fixed 
charges times earned ratio—to see 
that they did not fall below required 
standards. 

What could Tegen’s new ploy do to 
General Public Utilities’ own ratings? 
As yet, bond experts are not ready 
to commit themselves. President 
Tegen himself, however, has few 
such qualms. “This move,” says he, 
“shouldn’t affect our bond rating at 
all. In fact, it should improve it over 
a period of time, as the debenture 
issues will make it possible for us to 
have a smaller proportion of bonds 
in our capital structure.” 
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STEEL 


CLOUDED 
CRYSTAL BALL 


Pondering the mixed trends 

in steel last month, fore- 

casters were notably leery 
about forecasting. 


“IF I KNEW which way the steel busi- 
ness was headed,” an _ economist 
sighed, “I could tell you which way 
the whole economy was _ headed.” 
Trouble was, the economist wouldn't 
even venture a guess about steel last 
month. An industry long known for 
tricky crosscurrents, seldom had steel 
displayed so many conflicting patterns 
of words and deeds. 

Cuts. Contractually bound to grant 
a pay increase to steel workers in the 
fall, industry brass were talking up 
the need for price increases. (There 
hasn’t been a general boost since 
1958.) But it was price cuts, not boosts, 
that made news last month. In the 
space of just two weeks, with such 
producers as Allegheny Ludlum, U.S. 
Steel, Bethlehem and Jones & Laugh- 
lin leading the way, formal price cuts 
of 24% to 10% were made on such 
items as stainless sheet and strip, oil- 
country and other pipe, reinforcing 
bars and wire rope. 

These, to be sure, are by no means 
steel’s biggest tonnage items. Prices 
of such major products as carbon 
sheets, strip and structurals were said 
to be holding firm. But last month’s 
formal reductions by major producers 
were belated recognition of the fact 
that unofficial price cutting had been 
going on for a considerable time be- 
fore. Even among key products, there 


a 


was no sure way of knowing just how 
deeply other kinds of price competi- 
tion (e.g., “overgrading,” where a mill 
ships a premium-grade product for a 
less-than-premium price) had begun 
to nibble into profit margins. 

Doldrums Again? On the brighter 
side, steelmen last month poured in- 
gots at the best rate in a year—aver- 
aging about 70% of total capacity. But 
hope vanished that the momentum 
gained in the second quarter might 
carry the mills through the next few 
months at the same levels. Operating 
rates started edging downward last 
month well before the July 4 week- 
end, the traditional start of steel’s 
customary summer doldrums. Com- 
plains one salesman: “New order rates 
have fallen out of bed.” And the pos- 
sibility of a strike in the auto industry 
this coming fall made it all but im- 
possible to say with any confidence 
just when another sharp improvement 
would start. 

In the wake of sharp improvement 
in operating rates (see chart) and 
shipments in the second quarter, 
stockholders could expect all the 
major steel companies to report even 
sharper improvements in earnings. As 
a small sample of what’s in store, one 
authority ventured estimates for three 
of the biggest: 


2nd Qt. Net 
Per Share 


$1.00 
1.00 
0.80 


% Gain Over 
Company 

Armco 

Jones & Laughlin 

Republic 


But in view of all the other un- 
certainties hanging over the steel in- 
dustry last month, it was hard to find 
an industry analyst willing to forecast 
what the next few quarters would 
bring. 


—— 


ELECTROLYTIC TINNING LINES AT J&L’S ALIQUIPPA WORKS: 
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an uncertain future for the industry 





PEAKED OUT 


Aglow with the rapid improvement in 
the second quarter, some steelmen 
thought 196] might be a year in which 
they could avoid the usual summer 
slump. But the hope now seems forlorn. 
Weeks before the traditional produc- 
tion cutbacks over the July 4 week-end, 
operating rates had already started 
fo slip. 
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PAPER 


NEVER MORE 


After years of being top dog 
in enamel papers, Consolli- 
dated Water Power & Paper 
fears that its lonely prosper- 
ity is coming to an end, 


By ALL RIGHTS, one of the most con- 
tented men in the paper industry 
should be Stanton W. Mead. He is 
president of Wisconsin’s Consolidated 
Water Power & Paper Co.,* 
the nation’s largest makers of enamel 
papers for magazines, and he has seen 
his company prosper at a time when 
the earnings of the overbuilt pape: 
industry declined. Between 1955 and 
1960, a mediocre period for the pape! 
industry, Consolidated’s 
45% to $88.8 million, 
to $7.9 million. 

Yet despite this impressive record, 
Mead was far from being a happy man 
last month. “Frankly,” said he, “I've 
got the jitters.” 

Integrated Strength. Mead’s nervous- 
ness does not stem from weakness in 
his company itself. Quite the oppo- 
site: Consolidated is one of the best 
integrated outfits in the industry, with 
woodlands large enough to supply 


one ol 


sales rose 


41°, 


earnings 


*Consolidated Water Power and Paper Co 
Traded over-the-counter. Recent price: 481, 
Price range (1961) high, 4845; low, 41 
Dividend (1960): $1.40. Indicated 1961 pay- 
out: $1.40. Earnings per share (1960): $3.14 
Total assets: $96.9 million 
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CONSOLIDATED MACHINE TURNS OUT ENAMEL PAPERS: 


70° of its entire raw material needs. 
What’s more, the company has inter- 
ests in several hydroelectric plants 
which supply its large power needs 
some 30° cheaper than the electricity 
could be bought from outside utilities. 
But still Mead finds little to cheer 
about. “These days,” he says, “we are 
full of anxiety.” 

What Mead is worried about is a 
dire hint that Consolidated’s corpo- 
rate well-being cannot last much 
longer. For as the company prospered, 
other paper manufacturers began to 
sit up and take notice—and move in. 
Consolidated’s specialty, enamel and 
fine printing papers, looked especially 
attractive to newsprint and paper- 
board makers, who have been suffer- 
ing crippling overcapacity in their 
own bailiwicks. 

Giant Step Forward. Thus in the past 
three years, the industrial size and 
financial might of paper companies 
expanding into Consolidated’s lush 
province has been formidable. They 
include such big names as West Vir- 
ginia Pulp & Paper, Crown Zellerbach 
and Kimberly-Clark. Only a few 
weeks ago mighty Scott Paper—one 
of the industry’s most profitable com- 
panies but faced with saturation of 
the market for such consumer items 
as paper napkins and towels—decided 
to take its first plunge into fine papers. 

“We will try to hold our own,” says 
Mead, “but I am not sure if we can. 
The other fellows can come out with a 
new type of paper and then we be- 
come vulnerable.” 

Some of Mead’s gloomy premoni- 
tions already began to be realized in 
the first quarter of this year. Sales 
declined 3.9%, earnings fell 7.5% (to 
$2 million). Admits Mead: “We 
won't see a year like 1960 again in a 


trying to hold their own 


very long time. There is already some 
surplus tonnage in this market, and 
I don’t see how we are going to avoid 
more overcapacity in the future.” 


BONDS 


AT THE 
CROSSROADS 


How long can the Federal Re- 
serve prop U.S. bond prices 
and hold yields down? Not 
much longer, experts think. 


ON ONE SIDE, signs pointed to the like- 
lihood of a rising demand for money 
as the pace of business quickens. On 
the other, there was the Administra- 
tion’s announced desire to hold long- 
term interest rates down while 
propping short-term rates up. Caught 
between these opposing pressures, the 
government bond market last month 
was flopping about, as one observer 
put it, “like a wounded whale.” 

Ahoy, the Fed! A good deal of the 
market’s apparent uncertainty could 
be laid squarely at the door of the 
Federal Reserve System. What bond- 
men wanted to know was: How long 
and how vigorously would the Fed 
continue its policy (begun last Janu- 
ary) of “nudging” prices in the long- 
term market upward through its own 
purchases? 

There was not much doubt as to 
how the Fed’s Chairman William 
McChesney Martin felt about the 
matter. Martin has long been identi- 
fied as a “tight” (i.e., high interest) 
moneyman when conditions warrant: 
recently he reiterated that the Fed 


would not attempt to maintain in- 
terest rates at “artificially low rates.” 
But, the market foresaw, there was 
still a strong possibility of a head- 
on clash between Martin and Presi- 
dent Kennedy’s economic advisers, 
who favor further “nudging” down- 
ward of rates. That, it was reasoned, 
could lead to Martin’s resignation 
from the Fed and a board more amen- 
able to Administration pressures. 

In the meantime, lacking a clear- 
cut signal as to the Fed’s future in- 
tentions, long-term governments were 
moving virtually sideways (see chart), 
with some price weakness beginning 
to show up in early June. Still, at 
3.85% in mid-June, prices and yields 
of long-term governments were at 
virtually the same level as last No- 
vember’s. If yields had not declined 
much, neither had they risen sharply 
as the tide of business turned—proof, 
some bondmen thought, of the effect 
of the Fed’s “nudging.” 

Flip-Flop. No such stability prevailed 
in the short-term market (where the 
Administration hopes to hold prices 
down, yields up to keep “hot money’ 
from seeking higher interest rates 
abroad). There, fairly brisk demand 
and a light supply of new Treasury 
bills had conspired to achieve just 
the opposite effect from November 
through April: prices rose, yields fell 

In May, however, the short-term 
market reversed itself. Corporat 
treasurers began to liquidate short- 
term investments. The prospect was 
for more Treasury offerings as 1961 
moved along. Both those factors put 
pressure on prices; by mid-June, 





RECALCITRANT 
RATES 


Just as the Administration wants them 
to, short-term interest rates have 
started to rise again. But long-term 
rates, which the Administration 
hopes to hold down, have proven 
less cooperative. 


%40——{ Government Bond Yields }——— 


Long-Term , 











38 
3}~ 
3.6 
35— 
3.4 
33 
32 
3.1 


3.0 
Nov. Dec. Jan. 


*as of June 15 


Feb. Mar. Apr. May June* 
Source: Standard & Poor's 














PRESIDENT KENNEDY, 


TREASURY SECRETARY DILLON: 


how long, how strong the upward “nudge”: 


short-term yields had risen 38 basis 
points from their April lows. 

To hear the experts talk, that was 
just the beginning. With surprising 
unanimity, students of the govern- 
ment bond market predicted a down- 
trend of prices. Said erudite Robert 
Storer, vice president-economist of 
Manufacturers Bank of Detroit: “My 
studies for the past several months 
favor a gradual decline in prices. The 
Treasury’s growing cash deficit means 
larger offerings. Combined with the 
beginning of inventory rebuilding by 
business, that points to pressure on 
prices.” 

Corporate Contrast. Many of the ex- 
perts, however, did not expect the 
trend toward higher interest rates to 
spread to corporate bonds. What with 
the Fed’s nudging operation, the gap 
between Treasury bonds and corpo- 
rate bonds was already exceptionally 
wide. Nor were corporations likely to 
be making as many trips to the money 
well: whereas the Government is 
faced with growing deficits most cor- 
porate treasuries are currently high- 
ly liquid and well able to handle most 
of their capital needs out of working 
capital. “The way I see it,” comments 
Berghold Bilski, of Carl M. Loeb, 
Rhoades & Co., “the Government bond 
market is highly vulnerable, but cor- 
porates are not. I see fewer wide 
swings in bond prices generally than 
has been the case over the past five 
years.” 

Observes Vice President Rob- 
ert van Cleave of bond-dealing C.F. 
Childs & Co.: “Official Washington 
has admitted that prices would be 
lower if it weren’t for the Fed’s 
‘nudging’ policy. If that prop should 
be withdrawn, the only question 
would be, how much lower? The 
market is trying now to find out.” 
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CORPORATE SPECIALISTS 


PARADISE LOST 


W hat happens when a growth 
company stops growing? A 
painful case in point is 





George Long’s Ampex Corp. 


JUST a year ago, middling-sized (total 
assets: $51.2 million) Ampex Corp.,* 
of Redwood City (Calif.) , stood almost 
without peer in the minds of most 
investors as a growth company. Am- 
pex’ sales had soared 735% (to $68.1 
million) since 1955, while earnings 
had multiplied more than ten times 
(to $4.9 million). Ahead Ampex’ 52- 
year-old President George I. Long Jr. 
professed to see nothing but con- 
tinued growth. The pace of gains, he 
conceded, would likely slow down 
somewhat, but the trend was set. “We 
hope to keep growing,” he proclaimed, 
“at perhaps a 25% or 30% rate per 
year from now on.” 

Fallen Angel. That was last year. 
But by last month Ampex, after hav- 
ing once flown so high, had fallen re- 
markably low—and George Long 
himself was out of a job. In its fiscal 
year ended April 30, Long ruefully 
announced, Ampex had run up a 
whopping $4-million deficit, a loss 
slightly less than its entire fiscal 
1960 earnings. Atop that, citing “fun- 
damental differences” over manage- 
ment philosophy with Ampex’ board, 
Long announced his resignation. His 
successor: William E. Roberts, 46, 
former executive vice president of 
Bell & Howell Co. 

*Ampex Corp. Traded NYSE. Recent price 
2034. Price range (1961): high, 2734; low, 2014 
Dividend (fiscal 1960): none. Indicated fiscal 
1961 payout: none. Earnings per share (fiscal 


1960) : 52c. Total assets: $51.2 million. Ticker 
symbol: APX. 


Shocking as it was, Ampex’ pre- 
cipitate fall from its former fiscal 
heights was not entirely a surprise to 
knowing outsiders. In its first quar- 
ter, the company had earned only 5c 
a share (“Slowing Down?,” Forses, 
Sept. 15, 1960). In the second quar- 
ter, it had virtually broken even. And 
by the nine-month mark last Janu- 
ary, it had plunged $1.3 million 
into the red. Still, the size of its 
year-long deficit was startling. Among 
other things, explained Long, the 
losses were caused by an old bugaboo 
of producers in the technologically 
fast-moving -_ electronics industry: 
writedown of obsolete inventory. 

Negative Growth. Ampex’ basic 
problems, however, ran far deepe! 
than mere temporary inventory trou- 
bles. Geared for continued growth, 
last year it simply stopped growing 
Sales (including those of Telemete: 
Magnetics, acquired in the third quar- 
ter) actually fell from $73.4 million 
to $70.1 million. Most firms could 
have weathered that sort of sales 
slowdown with ease. But for Ampex, 
which had budgeted its expenses for 
sales of $85 million to $90 million, it 
was pure disaster. Belatedly invoked 
expense controls came too late to save 
fiscal 1961. 

Whether George Long’s resignation 
means that Ampex’ directors now 
wish to cut back even further was 
the unanswered question last month 
One thing was sure, however: as a 
director and Ampex’ largest single 
stockholder (78,705 shares), Long was 
certain to be keeping a close and 
critical eye on future operations. In 
the meantime, stockholders had at 
least one mildly hopeful fact to com- 
fort them: Ampex’ April 30 backlog, 
a record $31 million, was 45% 
the previous year’s. 


above 


AMPEX’ EX-PRESIDENT LONG: 
the controls came too late 
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PRODUCTS AND IDEAS THAT CAN PAY OFF FOR YOU 


Only star performers in this arena : 


Because of the persistence of business and civic leaders, skillful 
engineering, and close cooperation of material suppliers, 
Pittsburgh can now boast of the world’s largest dome and the 
only one that moves. The dome is as high as a 12-story build- 
ing, 415 feet in diameter, and it’s supported by a 1,400-ton 
steel tripod that holds the eight-leaved roof like a hand holding 
the top of a cap. Six of the eight leaves are free to roll back and 


Architects: Mitchell & Ritchey, Pittsburgh, Pa. Owner: Public Auditorium Authority of Pittsburgh and Allegheny County. Executive 
Director: Edward Fraher. Resident Consulting Engineer and Superintendent of Construction: H. Rey Helvenston. 
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let in a view of the sky. For theatrical performances, a section 
of 2,100 seats can be raised hydraulically to uncover a 114’ by 
130’ stage . . . another first. { 
On the opposite page are three examples of how careful ' 
planning and quality building materials from Koppers helped 
the Public Auditorium Authority insure permanence and star 
performance from its world-famous Arena. / 
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Sound traps keep the fans quiet 


The auditorium’s powerful ventilating system moves 130,000 
cubic feet of air per minute—and to stifle the roar of the 
high-powered fans, the engineers installed 118 AIRCOUSTATS”, 
designed and manufactured by Koppers. The AIRCOUSTATS 
are located in the ductwork of air intakes and in the 24 
huge metal pylons which discharge heated or cooled air 
into the auditorium. AIRCOUSTATS’ scientific sound-trap 
design muffles all frequencies of fan noise—but doesn’t 
block the smooth passage of air. They’re easy to install in 
new or existing ductwork and they’re sturdy, dust-free, 
and fireproof. For more information on completely quiet 
air circulation, check the coupon. 


Water-tight Coal-Tar Pitch Roof 
that thousands walk on 


An open, 50-ft.-wide walkway with a view of the Golden 
Triangle encircles the base of the dome. More than two- 
thirds of this promenade deck is also a roof for exhibit and 
meeting rooms below. To keep this section absolutely dry 
at all times, workmen applied a coat of Koppers Coal-Tar 
Pitch over the reinforced concrete base. Then, after a layer 
of rigid insulation, came five more applications of Coal-Tar 
Pitch with alternate layers of tar-saturated fabric and felt. 
Over this waterproofing, the patterned concrete walking 
surface was placed. The multi-ply membrane under the 
concrete walking surface prevents water penetration, spall- 
ing of concrete, and rusting of reinforcing steel. In fact, 
Coal-Tar Pitch is such a waterproof material that it is often 
used on roofs that are permanently flooded. Check the 
coupon for more information on Koppers Coal-Tar Pitch 
for Built-Up Roofs. 


Pressure-treated wood provides 
light, strong, permanent anchor 


Wood—one of the oldest construction materials, proved to 
be the best material for the vertical nailing strips that 
anchor the dome’s stainless steel sheets. Other rigid mate- 
rials would create condensation that would reduce the 
effectiveness of the blanket insulation that comes in direct 
contact with the nailers. Wood is light, yet is strong enough 
to hold screws that attach the batten assemblies which hold 
the stainless steel roofing sheets in place. And to make this 
wood as permanent as the roof itself, the 90,000 lineal feet 
of 2-by-2’s were pressure-treated by Koppers. A chemical 
preservative was forced deep into the wood fibers where it 
gives permanent protection against moisture and decay. 

In addition, WOLMANIZED® pressure-treated lumber was 
used in the promenade deck expansion joints. NON-Com* 
fire-protected wood was used in certain air handling equip- 
ment rooms to attach cork board vibration damping insu- 
lation. Check the coupon for information about wood that 


is pressure-treated for permanence. *Koppers Trademark 


Divisions: Chemicals & Dyestuffs 
Engineering & Construction « Gas & Coke 
Metal Products « Plastics « Tar Products 
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PUT THESE IDEAS TO USE NOW! 


To: Fred C. Foy, Chairman 
Koppers Company, Inc., Room 1428 
Koppers Building, Pittsburgh 19, Pa. 


Please send additional information about 


0) Pressure-treated Wood 
0 AIRCOUSTAT® Sound Traps 
0 Coal-Tar Pitch Built-Up Roofing 
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ELECTRICAL EQUIPMENT 





NEW CUSTOMER 


Jim MacDonald’s crash pro- 

gram has opened up a big, 

new and much-needed market 
for General Cable. 


Just a year ago, James R. MacDonald, 
boss of New York’s General Cable 
Corp.,* sat in his big office slowly 
digesting Air Force electrical wire 
and cable specifications for proposed 
Minuteman missile bases. The cable 
business was rough and MacDonald 
was hungry for new orders, but Gen- 
eral did not make the special cable 
the Air Force needed. He had to start 
from scratch. “We never had a re- 
search department as such,” says 
MacDonald, “but at that moment I 
decided we were going to have one.” 
Summoning three top aides, Mac- 
Donald got to the point quickly. 
“This,” said he, “is the first meeting 
of our new research department.” 

in the Lead. Burning plenty of mid- 
night oil, General Cable’s hastily as- 
sembled research team went to work. 
Short months later, against such hefty 
opposition as AT&T’s Western Elec- 
tric subsidiary, MacDonald bid for the 
first wiring contract and won. 

The $12-million order was more 
than just a bull’s-eye for a fledgling 
R&D team and the biggest chunk of 
government business that General 
had ever gotten all in one piece. It 
opened wide a whole new vista. Gen- 
eral Cable was now squarely in a 


*General Cable Corp. Traded NYSE. Re- 
cent price: 4012. Price range (1961): high, 
4454; low, 3412. Dividend (1960): $2. Indi- 
cated 1961 payout: $2. Earnings per share 
(1960): $2.56. Total assets: $123.6 million 
Ticker symbol: G 
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position to grab off a sizable share of 
the $1.6 billion the Air Force plans to 
spend in the next few years to wire 
80 more missile bases in the U.S. 

Thus MacDonald, in the not-too- 
distant future, should be able to 
count on defense business for 15% 
to 20% of his sales. More important, 
it will open the first real avenue of 
growth for a company whose sales 
last year were smaller than they 
were in 1956. General Cable’s defense 
business has long been a weak link 
in the company’s setup. MacDonald 
has sold some wire for space projects, 
but most of his government sales have 
been routine supplies for the Signal 
Corps and the Navy. Until now they 
have never amounted to more than 
6% or 7% of General Cable’s total 
sales ($165.5 million last year). 

The Price Was Wrong. Outside the 
Pentagon, though, MacDonald is well- 
established as the leading independent 
wire and cable maker, getting a third 
of its business from independent tele- 
phone companies, a third from utilities 
and 15% from the construction in- 
dustry. The business is steady, but 
both sales and profits have been held 
down in the past few years because of 
long and costly price wars: since 1958 
prices on all of General Cable’s 
products have dropped an average of 
9%. As a result, MacDonald’s 1960 
sales were off 12% from their 1956 
highs, and earnings dropped 34% to 
$2.56 a share last year. 

The new Minuteman base wiring 
job means orders for 2,100 miles of 
wire and much of that will be the 
company’s new “Minuteman Cable,” 
which sells for 30% more than or- 
dinary cable. There are 80 such pack- 
ages in the works, and four more of 
the contracts will be up for grabs be- 
fore this year is out. 


TEMPERATURE TESTING OF MISSILE CABLE: 
a healthy cut of the new business would be enough 
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GENERAL CABLE’S MACDONALD: 
more than just a bull’s-eye 


“We have every right to expect,” 
says MacDonald, “that this new mar- 
ket will add close to $15 million a year 
in sales over the next four or five 
years.” Thus, even with a 32% dip in 


earnings in the first quarter of 1961 to 
overcome, MacDonald is confident he 
can improve his full-year profit over 
1960’s—perhaps by as much as 10%. 

Beyond the potential of wiring a 
substantial number of the new Min- 
uteman bases, MacDonald talks of a 
vast, 120,000-mile wiring project that 
will be needed to tie all the bases to- 
gether. “That,” says he, “is going to 
mean another $1 billion or so in new 
business for somebody, and we are 
bound to get our share of it.” 

General’s share, in fact, seems as- 
sured. Outside of Western Electric, 
no other wire and cable company has 
yet developed the special plastic- 
coated (for greater lightning im- 
munity), stretchable (for protection 
against explosions) cable that the Air 
Force has specified for the missile 
bases. 

Competition & Capital. With a new 
market of this size around, though, 
other wiremakers, notably Anaconda 
Wire and Phelps Dodge, are bound to 
develop cable of their own to fill the 
bill. MacDonald is not especially dis- 
mayed at the prospect of this competi- 
tion. He claims that he wants only a 
part of the new orders anyhow. “If we 
got all that business,’ says he, “I 
would have to build a couple of new 
plants. New capacity is one thing we 
do not need right now.” 

Which means that General Cable’s 
new defense business should be the 
most profitable kind: business that 
can be written at a fair price but 
which makes only minimal extra de- 
mands on capital and overhead. 
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THE MARKET OUTLOOK 


Intermission 


A MAJOR CHANGE has taken place in 
the last month or two, not so much 
in the over-all environment as within 
the market as a whole. Witness the 
fact that most of the growth com- 
panies which I singled out for critical 
mention early in May are today be- 
low the then prevailing prices. In 
contrast, all but one of the standard, 
more cyclical stocks commented on 
favorably at that time have advanced. 
And so have the popular averages, 
which are composed of the more tra- 
ditional stocks rather than the board 
room “high flyers.” 

As I see it, these divergent price 
patterns reflect more than the fact that 
the speculative fever has “cooled” or 
that every major market movement 
has an intermission. In my opinion, 
a new “value conscious” market phase 
has started. 


To put it a little differently, I 


by SIDNEY B. LURIE 


expect the diver- 
gence to continue, 
which means there 
will be private 
bear markets in 
certain issues in 
the face of bull 
markets in others. 
The following facts 
seem to support this opinion: a) We 
are in the midst of a very important 
business recovery and backlogs are 
increasing in prosaic businesses. b) 
The professionals who “make” price 
trends are casting a jaundiced eye 
towards the high multiple glamour 
stocks. For example, there’s grow- 
ing realization that too much may 
have been discounted too soon in the 
publishing business, that the depart- 
ment store business is going through 
a revolution somewhat similar to that 
experiencd by the corner grocery 


store when the supermarkets came 
into being, etc. 

The reason this column is headed 
“Intermission”—another title might 
have been “Return to Reason”—is 
that I believe this phase is a neces- 
sary correction of previous over- 
enthusiasm, plus a major shift in issue 
preference (with its inevitable side 
effects) rather than the beginning of 
the end. While the era of “fast buck” 
stocks is over, I don’t recall a major 
market top ever having been recorded 
so soon after business bottomed out. 
Nor do I believe that a major market 
peak has ever been recorded in the 
summer months. 

The indigestion in the averages 
can also be rationalized by two little 
noticed background factors: 1) There 
has been a major change for the 
worse in the bond market. 2) The 
enormous amount of new issues com- 
ing to market is bound to have tapped 
speculative money. Yet I believe the 
market is eager to look for new 
things, the stocks with a story. 

In this connection, I believe J.P. 
Stevens (around 28, paying $1.50) is 





Now you can invest 
almost any amount 
at 41/, 2/0 


For a 444%* return on almost any amount of 
money, fully insured, just send a single check 
to Great Western Financial Corporation. We 
will provide 100% insurance on your funds 
and put them to work at once. 

How can GWF offer you this combination 
of maximum earning power and maximum 
safety? The seven member savings and loan 
associations of GWF (representing combined 
assets of over $825,000,000) all currently pay 
44% annual interest. Accounts at each associ- 
ation are insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 
With a combination of individual, joint or 
simple trust accounts, each in the amount of 
$10,000, you will have full FSLIC coverage. 
And you can do this easily — with one check! 
(Funds postmarked by the tenth of the 
month earn interest from the first. And you 
can receive your interest checks quarterly.) 

Why not join the many individuals, families, 
fiduciaries, corporations and other groups 
who find the seven associations of GWF to 
be a safe, profitable place for their funds. 


Send check or request for further information to 
G. A. Ford, Special Accounts Officer 


GREAT WESTERN 
FINANCIAL CORPORATION 
P.O. Box 54176, Terminal Annex 

Los Angeles 54, California 


GWF, a group of 7 insured California 
savings and loan associations. 


Great Western Savings, Los Angeles, Calif. 
Bakersfield Savings, Bakersfield, Calif. 
Santa Ana Savings, Santa Ana, Calif. 

Guaranty Savings, San Jose, Calif. 
West Coast Savings, Sacramento, Calif. 
Central Savings, San Luis Obispo, Calif. 

First Savings, Oakland, Calif. 


“current annual rate 


a most interesting speculation. In 
considering this largest and most 
diversified of all textile manufacturers 
there are several points to remember. 
It’s my understanding the company 
scraped bottom in all its divisions in 
February and March. There is under- 
stood to have been a steady uptrend 
in incoming orders in the past few 
months and backlogs are being built 
up, whereas a year ago they were 
being “eaten into.” Allowing for the 
normal time lag caused by shipments 
being made against old orders, the 
earnings trend may be sharply up- 
ward this fall. I expect fiscal 1961 
sales to be in the $485-million to 
$500-million area against $513 million 
last year, with earnings around $2.50 
per share against $3.65 last year. 


| There’s a new look in the manage- 


ment’s thinking which could mean a 
higher norm of earning power—as 
well as a higher multiple. 

Many months ago, I suggested the 
purchase of United Fruit (now around 
25) as a long-term capital gains 
speculation. This opinion still holds, 
for the second quarter should be sub- 
stantially better than the first quar- 
ter profit of only 2c a share; it should 
about equal last year’s 38c per share 
profit. For one thing, banana prices, 
which were below the 1960 level in 
the first quarter, may duplicate or 
better last year’s level in the sec- 
ond quarter. Secondly, the company’s 
basic operating efficiency is better 
than it was a year ago. Thus the 
direction of United Fruit’s affairs is 
“right.” But it’s going to take time 
for a more aggressive marketing pro- 
gram to bring about explosive re- 
sults, and I caution against expecting 
too much too soon. The basic prob- 
lem of product identification and en- 
couragement of increased banana 
consumption simply can’t be accom- 
plished overnight. The stock is a good 
“patience” holding. 

Speaking of patience, it looks as 
though Raytheon (around 40) finally 
has turned the corner, even though I 
understand research expenditures will 
amount to $1.05 net per share in 1961 
as compared with 30c in 1958. The 
company’s efficiency has improved 
(it’s turning out as much business 
with fewer people) and its controls, 
marketing strategy and facilities are 
better. Chances are, the first quar- 
ter was the “bottom.” The only ques- 
tion is how fast the improvement will 
be from here on out. As matters now 
stand, I anticipate a 5%-10% increase 
in profits for 1961 ($2.09 per share 
was earned last year), with a sharper 
increase likely in 1962. I think the 
stock also has turned the corner and 
has speculative merit. 

There have been some misunder- 


standings with respect to Boeing’s 
position in the matter of the B-52, 
which reportedly has fallen short of 
the Air Force’s expectations. As I 
understand it, however, the situation 
can be summarized as follows: The 
plane was designed to perform cer- 
tain functions and it more than meets 
these tests. The fatigue level, how- 
ever, is shortened if the plane is used 
under certain circumstances which 
were not its original design concept 
or requirement. The Air Force rec- 
ognizes the company’s position and 
has not raised any question as to the 
Government's obligation to pay for 
the cost of modification. The only un- 
known is the per cent of profit which 
the company will be allowed on these 
extra costs. All of which, in my opin- 
ion, is more constructive than other- 
wise. 

International Minerals is still an 
attractive speculation despite its ad- 
vance to around 48. Sales for the fis- 
cal year ended last month should be 
around $132 million, while earnings 
should be about the same or a little 
better than last year’s $3 per share. 
Improvement is likely in the coming 
fiscal year inasmuch as potash prices 
have been increased and the com- 
pany’s start-up costs at its new Cana- 
dian mine, which will be in opera- 
tion in 1962, are not expected to be 
burdensome. If the potash price level 
can be maintained and the new mine 
operates at capacity, these factors 
theoretically could add $2-$3 per 
share to earnings in fiscal 1962-63 
The big unknown is price, for potash 
productive capacity will be about 
doubled when all the new mines are 
in production in 1963-64. While there 
undoubtedly will be unsettled prices 
at that time, it’s a little too early 
for the market to worry about that 
eventuality. 

The fact that there have been some 
misgivings with respect to the vitality 
and duration of the business upturn 
is probably natural. A major shift 
in issue emphasis as dramatic as 
we've seen, where the speculative in- 
digestion in certain areas has been 
quite marked, was bound to raise 
some doubts and fears. It’s human 
nature to look for a scapegoat. Sec- 
ondly, the plain fact of the matter is 
that the 1961-? upturn came from 
within, unlike previous postwar re- 
coveries which had the benefit of spe- 
cial stimuli. This time, it isn’t pos- 
sible to find an obvious “excuse” for 
the upturn. 

But whatever the cause of current 
misgivings, I suspect that they are 
related more to the approach of the 
normal summer letdown than “thin” 
fundamentals. At this stage of the 

(CONTINUED ON PAGE 44) 
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ANNOUNCING AN OTHER Advisory Report on an industry group in which we expect 


STOCKS TO DOUBLE 
THEIR EARNINGS 


This estimate is based not on current market ex- 
citement but on solid growth in earnings projected 
over the next 3 to 5 years in a normal economic en- 
vironment. 


The growth of earnings anticipated in the new 
Value Line Report, which you are invited to send for, 
is peculiar to this one industry and should originate 
in tangible new developments, for example: (1) the 
absence of certain high but non-recurrent costs that 
seriously burdened the industry last year, together 
with (2) a widening market and (3) an expected 
levelling-off of a steep uptrend in depreciation and 
interest expense. 


The 13 stocks analyzed in the Report are large, 
well-known companies in one of the nation’s vital 
industries. Each stock, moreover, is listed on one of 
the major Stock Exchanges. 


The increases in earnings envisioned for these 
stocks would, if normally capitalized, result in aver- 
age prices from about 50°. to 100% above their re- 
cent prices (three of the 13 stocks having the highest 
appreciation potentiality). 


These appreciation potentialities are based on 
price-earnings ratios of only 9 to 12 times earnings, 
which are in line with past norms for each company, 
and carefully adjusted for trend. (In contrast, the 
stocks comprising the Dow-Jones Industrial Average 
are estimated to be selling currently at about 20 
times earnings.) 


The risks as well as the rewards in this unique 
industry group are carefully detailed in the Report 
itself, which is available with a special guest sub- 
scription. 


GUEST COPIES ON REQUEST 


With the Guest Subscription offered below, we will 
send you—as a bonus—Value Line’s new Advisory 
Report on the 13 stocks that appear to be on the 
threshold of a dynamic growth phase as indicated 
above. 


As additional bonuses, we will also send you two 
“Special Situations” Reports on stocks in two other 
(but smaller and newer) industries in which per- 
share earnings are expected to double and triple over 
those recently reported. (Many of these stocks are 
low-priced, selling “over-the-counter” for less than 
$5 or $10.) 


Moreover, in view of what has just taken place in 
the market as a whole, we will also send you the new 
Value Line Summary of Advices on 1,000 Stocks and 
50 Special Situations. With this valuable guide, 
being released this week, you can make an immediate 
check of every leading stock you are concerned about 
as to its probable Market Performance in the next 
12 months, its Appreciation Potentiality over the 
next 3 to 5 years, its Quality, and its current Yield 
based on estimated dividend payments in the year 
ahead. 


And for the special “guest” price of only $5 you 
will receive (a) the next 4 Weekly Editions of the 
Value Line Survey with full page reports on each of 
300 additional stocks, (b) a new Special Situation 
Recommendation, (¢) Four “Especially Recommend- 
ed Stock-of-the-Week” Reports, (d) Business and 
Stock Market Prospects (weekly), (e) List of 
Selected Stocks to Buy and Hold Now (weekly), 
(f) The Value Line Business Forecaster (weekly), 
(gs) “What the Mutual Funds Are Buying and Sell- 
ing,” (h) “What Company Officers and Directors 
Are Buying and Selling” (weekly), (i) Weekly Sup- 
plements, (j) Four Weekly Summary-Indezes in- 
cluding all changes in rankings to date of publication, 
and (k) 





Arnold Bernhard’s new book “The Evaluation 
of Common Stocks” (regular $3.95 clothbound 





edition published by Simon & Schuster). 








To: take advantage of this Special Offer, 
fill out and mail coupon below 


Name 


Address 


City Zone State 





Send $5 to Dept. FB-180-O 


THE VALUE LINE 


INVESTMENT SURVEY 
5 East 44th Street, N. Y. 17, N. Y. 
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Nationallease 


PLAN FITS YOUR 
TRUCKING NEEDS? 


THE CHANGE-OVER PLAN—We toke over ol! 
your truck and maintenance problems. We 
supply new trucks engineered to your needs (or 
we ll buy ond recondition your present fleet.) 
THE ADD-A-TRUCK PLAN-As you expand, lease, 
don t buy, the additional trucks you need. 
THE TRUCK RETIREMENT PLAN—As your trucks 
become over-age or inefficient, lease repiace- 
ments until your fleet is completely mode up 
of efficient, leased vehicles 
THE PILOT PLAN—Instali full-service leased 
trucks. in one location or division, then com- 
pore costs and headaches with trucks you 
still own 
NATIONALEASE is the full-service LEASE- 
FOR-PROFIT way to release capitol, relieve 
nerves. ..everything furnished but the driver! 
lease ao new CHEVROLET or other fine truck. 
No investment, no upkeep, no headaches. 
© 1961 





National know -how; 
local controls 
—write for literature. 


NATIONAL TRUCK LEASING SYSTEM 


Serving principal cities in the U.S. and Canada 


23 E. JACKSON BLVD.- SUITE R-7, CHICAGO 4, ILL. 


current 


= 1 
(4% ~~ 


“INSURED 
FREE se: « 6 insulated 


thermo-tumblers (keep beverages 
cold or hot) for new savings of 
$1,000 or more. (Or send for folder 
= listing other FREE gifts.) 
ACT NOW... Offer good limited time only 
* San Francisco's largest .. . resources over 
$120 million, reserves over $10 million, more 
than double legal requirements %* Accounts 
insured to $10,000 by F.S.L.I.C., permanent 
U.S. Government agency, Washington, D.C. 
*® Perfect record of withdrawals and interest 
payments since 1885 founding »* Legal 
depository for pension, estate, trust, corporate, 
institutional, fraternal groups, credit unions 
and service organizations * Funds postmarked 
by 10th earn from Ist. 
Air postage paid both ways 
Open your account now—mail check to: 
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Home Mutual Savings 


& Loan Association 


Dept. H20, 120 Kearny St., San Francisco, Calif, 


GIFT UNAVAILABLE S. F. BAY AREA 


MEMBER FEDERAL HOME LOAN BANK 
30 


BMARKET COMMENT 


by L. O. HOOPER 


Current Observations 


THE MARKET has been resting after a 
period of too much enthusiasm and 
activity. Naturally, the glamour is- 
sues (see table below) have acted 
worse than the less exploited, more 
conventional issues. These stocks, and 
many like them, were the issues in 
which imagination ran riot. They sold 
too high in relation to values, or dis- 
counted possible (rather than as- 
sured) earnings improvement too far 
in advance. 

There’s no point in repeating in this 
column the sermon in the May 1 
issue or harking back to the warn- 
ings given in earlier columns. It 
should be said, however, that the 
practice of evaluating shares on the 
basis of a long-term estimate of earn- 
ings increases should be indulged in 
only if the investor realizes the risks 
involved. Projections never can be 
accurate and estimates are subject to 
a high degree of error. 

The present situation in semi-con- 
ductors is a good illustration of the 
dangers. The demand for semi-con- 
ductors is every bit as good as was 
anticipated by investors who bought 
stocks like Texas Instruments and 

| Transitron at higher prices, and the 
future demand for these devices prob- 
ably will be as high or higher than 


expectations. Profits, however, are 





DECLINES IN BETTER 
QUALITY GLAMOUR SHARES 


Recent Price 1961 High 


Amer. Mach. & Foundry 
Avnet 


47% 
443% 
1192 


6356 
68% 


Beckman 145% 


Brunswick 
Daystrom 
Gulton Industries 


53% 74%, 
255 34340 
58/2 73 


L‘Aiglon Apparel 
Litton Industries 


2834 47 
11934 143 
4312 603 


Microwave Associates 


Nafi Corporation 32 
Outboard Marine 19%, 
Paddington A 95/2 


41%eb 
28V4c 
12012 


4814 
607% 
17356 


Pall Corporation A 
Technical Operations 
Texas Instruments 


68/2 
94% 
20634d 


Thiokol 434 
Transitron Electronic 26% 
Universal Match 44 

Vendo 46% 


50e 
42%ef 
62g 
77% 


a, sold at 49% in 1960. b, sold at 667% in 1960. 
c, sold at 3734 in 1960. d, sold at 25614 in 1960. 
e, sold at 611% in 1960. f, sold at 60 in 1960. 
g, sold at 8034 in 1960. 











not coming up 

to estimates, and 

right now the rate 

of earnings growth 

compounded is 

running way be- 

hind projections. 

At the risk of stat- 

ing a generalization which is only 
partly accurate, it might be said that 
the industry is passing from the high 
profit margin, tailored production 
stage to a lower profit margin, mass 
production era. 

The progress of almost any “growth” 
industry is irregular rather than 
steady and consistent; contingencies 
arise which cannot be anticipated. 
In the case of the semi-conductor 
shares, it should be noted that there 
was more wrong with what the in- 
vestor was willing to pay for them 
not long ago than there is wrong 
now with the industry. This is an 
awkward period in the industry’s 
growth, and the awkwardness may 
last a while—even though the long- 
range outlook is good. 

In spite of a smaller demand for 
steel in June than in May, the large 
steel companies will report improved 
earnings for the June quarter when 
figures are released in about four 
weeks. Jones & Laughlin should earn 
a bit more than $1 a share vs. 28c 
a share in the March quarter, and 
Republic Steel should show about 80c 
vs. 37c. It is not expected that Beth- 
lehem Steel will show its dividend 
fully earned, and there is some pos- 
sibility of a lower rate of payment. 
It looks as if the Bethlehem dividend 
has been too high lately. 

For the past few weeks the stock 
broker has been almost a forgotten 
man. That’s quite a change for him, 
as a short time ago he was unable to 
be civil to people. Everyone was mak- 
ing a beaten path to his door. The 
reason for the change is that the 
customers have not been accumulat- 
ing easy, quick paper profits as rap- 
idly now. There have been fewer 
tips, and the tips have not been work- 
ing out so well. Combined volume 
of trading on both the American and 
the New York Stock Exchange has 
declined from around 40 million 
shares a week to around 25 million 
shares a week. That’s a good thing. 
The market was too hectic. People 
were buying without knowing what 
they were doing. Inevitably, they 
were making mistakes. When we go 

(CONTINUED ON PAGE 44) 
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KNOW YOUR 


INVESTMENTS 


BETTER 


with FINANCIAL WORLD’S 1961 
INVESTORS’ GUIDE TO OVER 2050 
COMPANIES AND THEIR STOCKS 


$5...or FREE 


WITH OFFER BELOW 


It is no accident that this ready 
reference annual, expanded this 
year to 328 pages, is the prime 
source of stock buying informa- 
tion for many tens of thousands 
of investors. For here, indexed 
for quick reference, are practi- 
cally ALL the key facts and fig- 
ures you MUsT HAVEto appraise 
the true value of stocks listed on 
the New York Stock Exchange 
and the American Stock Ex- 
change. 


MOST COMPLETE BOOK OF ITS TYPE AVAILABLE 


Nowhere else can you find more quickly, more easily, or at lower cost, so much 
useful data about the more than 2050 listed stocks—and the companies behind 
them—to aid you in making the best possible decisions in any kind of market. 


The book gives you: 
BACKGROUND HISTORY—when and 


where incorporated, address, time of 
annual meeting, number of stock- 
holders, capitalization, etc. 


BUSINESS SET-UP—principal sources 
of revenue, properties, acquisitions, 
field of interest, etc. 


FINANCIAL POSITION—working capital 
ratios, cash position, book value of 
stock, ete. 


8 YEARS’ PERFORMANCE— year-by-year 
earnings, dividends and price range 
of shares and stock split record. 


Get the “Stock Factograph” now-Use either of these offers 


4-part investment service . . 


YOU WILL RECEIVE . 
Worip, America’s 
weekly. Focused 


. all for $12. 


pioneer 
on giving you 


tion on hundreds of issues. 
ports on selected securities . 
and industry surveys 
. Developing trends . . 
groups of issues for every investment goal 
Mutual Fund department 


stands for magazine alone $13.) 


26 issues of FINANCIAL 
investment 
sound 
stock values, providing continuous direc- 
Detailed re- 
. . Compary 
. . Market outlook 
. Supervised 


.. Every- 
thing to help you profit. (Cost at news- 


You can buy this outstanding Investors’ Manual by ordering a copy now for only 
. . or get it Free with a 6-months’ subscription to Financi1aL Wortp’s complete 


PLUS—the 1961 Edition of 
328-page “Stock Facto- 
graph" Manual described 
in this advertisement. 
(Priced separately at $5.) 


ACT QUICKLY—EDITION LIMITED 
Only one edition of the 
“Stock Factograph"” Man- ae 
ual is published each year — 
—and the printing is lim- 
ited. So whether you buy 


47th ANNUAL EDITION — NOW ON PRESS 
BIGGER, MORE USEFUL THAN EVER = 


<} FINANCIAL Wort p 


STOCK | 
FACTOGRAPH 


MANUAL 


47th 
EDITION 


1961 


DIVIDEND RECORD—how long pay- 
ments have been made, years missed, 
if any, on common and preferred 
shares, ete. 


OUTLOOK—latest developments, plans 
for future growth, trends, opinion on 
short and long-term prospects, etc. 


IN ADDITION—the “Stock Factograph” 
Manual gives you the extra guidance 
of FINANCIAL WORLD’s own expert 
opinion of the investment value and 
character of more than 1000 issues— 
opinions which fit the facts. 


This 47th annual edition of the “Stock 
Factograph” Manual was prepared by 
the trained staff of FrvanctaL Worip 
which has been supplying investors with 
business and financial facts and guidance 
for over 59 years. 
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to 


FINANCIAL WORLD 


Dept. FB-71, 17 Battery Place, New York 4, N.Y. 


Please enter my order for the following 

C copies of your 1961 
graph” Manual at $5 each 
date July 15) 


“Stock Facto- 
(Publication 


ooo 





the 1961 Edition or get it | Pee, 
free with a 6-months' trial ds, 
subscription to FINANCIAL ; Leatay 

Wortp and its Added Serv- / 

ices, be sure to = 

order at once. 
(Additional 
savings—a 
full year sub- 
scription is 
only $20.) Fill 
out and mail 
the coupon 
today for de- 
livery with- 
out delay. 


Six months’ Trial Subscription to FINAN- 
CIAL WORLD's 4-part Investment Serv- 
ice, including 1961 “Stock Factograph" 
Manual—all for $12 


Nv, 
Als 
EACH MONTH for 6 months a supplement of 
“Independent Appraisals" of up to 1800 
listed stocks, detailed digests of prices, 
earnings, dividends—plus our own RAT- 
INGS of investment value. (Similar guides 
cost up to $24 a year.) 


One year’s subscription including all the 
above—for only $20. 


Name 
as an : ‘ Address 

ADVICE-BY-MAIL as often as once a week for 

26 weeks—our best opinion on whether to 

buy, sell or hold any listed stock that 


interests you at the particular time. (Not 
available alone at any price.) 


City Zone State 


30-day money-back guarantee if not satisfied. 
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THE DANFORTH ASSOCIATES 


Investment Management 


Incorporated 1936 


ANNOUNCE 


A tested plan that brings the 
advantages of professional management 


to people with $5,000 to $50,000 


Now you may benefit from professional supervision 
of your capital—much as top-bracket investors do— 
for no more than you might spend 

for investment advisory information. 


—_+ 


tg NOW, Only people of wealth could profit from the profes- 
sional services of skilled securities managers. The smaller 
investor — who needs this help more than ever today —could not 
afford their fees. 

Yet, the future financial security of some 10,000,000 Americans 
is endangered by this problem. Perhaps you are one of them. You 
have saved, acquired or inherited $5,000 to $50,000 which you 
hope will grow sufficiently to provide for your family education, 
travel or retirement. But perhaps you are discovering, to your dis- 
may, that you cannot make this sum grow fast enough. In fact, you 
are actually losing ground due to inflation and rising taxes. 

For example, $25,000 invested at 3% compounded semi-annu- 
ally 16 years ago has grown to $40,257 today—but, in terms of 
what these dollars can buy, it is worth only $23,953. And when 
you look at increasing taxes and the consistent creep-up of prices 
and living costs, you can see that today’s dollars will buy even less 
tomorrow. 


A UNIQUE PLAN DEVELOPED BY A ‘FAMILY’ COMPANY 


At last, however, thanks to the techniques developed by one family 
for its own investment management program, you may now pro- 
tect your hard-earned dollars by much the same method many 
millionaires use. 

Twenty-five years ago, the Danforth family of Massachusetts 
organized a private management company to handle its capital — 
the Danforth Associates. Its ventures ranged all the way from im- 
porting mica from Brazil to such standard investments as Ameri- 
can Tel. and Tel. 

Unlike the usual personal investment management company, 
however, the Danforth Associates enjoy a unique advantage. They 
have complete access, through family connections, to the profes- 
sional research and statistical facilities of one of the nation’s larger 
investment advisory organizations, the Danforth-Epply Corpora- 
tion. You are probably familiar with the Growth Stock Letter, the 
Registered Searching Service, and other nationally known services 
of this firm from their announcements in the New York Times, 
Barron's, Forbes and other financial journals. 

This combination of experience and research facilities offered a 
rare Opportunity to develop an investment management plan from 
which others might benefit. With the consent of the Danforth 
family, their accounts were made pilot projects under the constant 
supervision of full-time professional investment analysts. The re- 
sources of Danforth-Epply’s statistical and research staff were put 
at their disposal. Out of this was evolved the Danforth Associates 
Investment Management Plan which has proved itself especially 
efficient for accounts from $5,000 to $50,000. 

Although past performance is no guarantee of future results, 
the chart illustrated offers a dramatic demonstration of how a 
modest investment account has grown with safety under the Dan- 
forth Associates Investment Management Plan. The chart also 
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shows how the same sum has actually suffered a loss in purchasing 
power when left in idle funds. 

The results of this pioneering management program for accounts 
from $5,000 to $50,000 have already attracted much attention in 
financial circles. The business and financial editor of a major na- 
tional newspaper presented a series of articles on the Danforth 
Associates Management Plan telling the story of its “contribution 
to the United States economy.” More recently, when the Danforth 
Associates opened their rolls to a limited number of outside clients, 
more than three million dollars was entrusted to their handling. 

Now, and as a service to the many investors whose moderate 
sized accounts cannot be handled economically by professional 
management firms, the Danforth Associates are making their in- 
vestment management plan available for you. 

This announcement and the brief information that follows can 
not, of course, give you more than a general outline of the Dan- 
forth Associates Investment Management Plan. A detailed report, 
entitled “A New Way To Your Future Financial Security,” has 
been prepared. If you will simply mail the attached coupon, a com- 
plimentary copy will be sent to you. 


TEN QUESTIONS AND ANSWERS ABOUT THE 
DANFORTH ASSOCIATES INVESTMENT MANAGEMENT PLAN 


1. Who are the Danforth Associates and what do they do? 

The Danforth Associates, Inc. are investment managers engaged 
in the serious and responsible work of managing other people’s 
money. They do not handle cash or securities. Their job is to in- 
struct a cooperating broker to buy and sell in your interest so that 
your capital grows at the fastest rate possible consistent with safety. 
2. How do they differ from other professional investment man- 
agers? 

Unlike other investment managers who are not equipped to 
handle comparatively small sums, the Danforth Associates have 
developed an Investment Management Plan designed especially to 
manage sums from $5,000 to $50,000. 

3. Why can’t I be my own investment manager? 

You can. The work calls for a certain knack, the grasp of the 
fundamentals of investing, the willingness to devote much time to 
supervision and analysis, and a means of keeping careful check on 
a number of details in a systematic manner. Given a natural ability 
and enough time, you or practically anyone could become an in- 
vestment manager. But it takes a good deal of time and hard work 
and most people cannot spare the time from the jobs and profes- 
sions they have already trained for. 

4. What objectives does the Danforth Associates Plan strive for? 

In managing client accounts as well as those of the Danforth 
family, Danforth managers seek to build capital fast enough to 
achieve financial security just as safely as possible. More specifi- 
cally, the Plan works for (1) Safety; (2) Smaller loss in weak peri- 











THE FIVE YEAR “PERFORMANCE RECORD” 
OF THE DANFORTH ASSOCIATES 
INVESTMENT MANAGEMENT PLAN 
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This chart shows the following results and comparisons of ‘‘The Danforth Associ- 
ates Investment Management Plan"’ for the five years since its inception on 
Dec. 31, 1955: 

Line (A) gives the gross evaluation of all accounts under management, averaged 
to represent a typical $10,000 account at the starting date. Line (B) gives the 
valuation reduced by the withdrawal of management fees, but with dividends re- 
invested. Line (C) gives the adjusted valuation with dividends also withdrawn 
Line (D) shows the value of an initial $10,000 investment in the Dow-Jones Indus- 
trial Average (whose monthly price ranges are also plotted). Line (E) shows $10,000 
compounded semi-annually at 3%. Line (F) shows the purchasing power of $10,000 
based on the cost-of-living index of the U. S. Dept. of Commerce. 


ods; (3) Extra large gains in strong periods; and (4) Dividends. 
5. What does it cost? 

It depends on the size of your account. On accounts up to 
$25,000 the fee is calculated at the rate of $20 per year (or $5 a 
quarter year) on each $1,000 under management. Over $25,000, 
the fee drops to the rate of only $2.50 per year or 6242 ¢ quarterly 
on each additional $1,000 value. An $8,000 account, for example, 
would cost $40 each three months or $160 a year. The minimum 
fee is $25 per quarter year. 

The fee you pay may be no more, and possibly less, than what 
you may now be paying for investment advisory services. In addi- 
tion your savings may cut your cost substantially—see next question. 
6. How do I save? 

You save in three ways. First, as a business expense, we are ad- 
vised that your management fee is deductible for Federal income 
tax purposes. Second, since the objective of the Plan is long term 
capital gain, the tax you pay on profits may be cut substantially. 
Third, since buy and sell orders for your account can be combined 
with others, you will often save on odd lot price premiums. The 
total of all these savings can reduce your cost considerably. 

7. How is my account handled? 

Your cash and securities remain in your own account, with a 
Member Firm of the N. Y. Stock Exchange, at all times. The Dan- 
forth Associates never see or handle any of it. The only power you 
give to the Danforth Associates is to permit them to instruct the 
broker to buy or sell securities for your account. It does not author- 
ize anyone but yourself to withdraw funds or stocks from your ac- 
count. 

8. Must I sign up for a fixed period? 

No. You may withdraw any part or all of your account at any 

time. 





9. If | want to withdraw funds from my account, how long would 
it take? 

You can take cash from your account about as fast as you could 
from your savings bank. If securities must be sold, you would get 
a check within a week. 


10. What kind of investors have accounts with the Danforth Asso- 
ciates? 

A sampling of people who have have started accounts includes 
two lawyers, a secretary, the president of a mid-western tool com- 
pany, a Navy captain, two Air Force officers, a post office clerk, 
an accountant, two doctors, a machinist, a partner in an insurance 
brokerage firm, two salesmen, a plant manager for an electronic 
company, the comptroller of a large company, a district manager 
for a meat packaging firm. 

HOW YOU MAY BENEFIT FROM THE DANFORTH 
ASSOCIATES INVESTMENT MANAGEMENT PLAN 
A. It actually starts you on a program designed to achieve future 
financial security. No matter what your goals, nothing can be done 
until you take this first step. 
8. Your capital will be under constant supervision. 
Cc. Decisions are made for you by experienced and skilled profes- 
sional investment managers who have extensive research and sta- 
tistical facilities at their disposal. 
D. Your funds are invested in common stocks as a hedge against 
inflation. 
E. Long-term capital gain, which is the objective of the Danforth 
Plan, can reduce your taxes substantially. 
F. You are in complete control of your account since you may 
withdraw any or all of it—or add to it—at any time. 
G. Your investments will be diversified over a number of the big 
listed companies. 
H. You can often save on odd lot premiums. 
1. You are free from the need to concern yourself with the day-to- 
day ups and downs of business and the market. 
J. You enjoy peace of mind—no small achievement in these days 
of market stress and investor strain. 





For complete information about The Danforth Associates 
Investment Management Plan, you are invited to accept 
a complimentary copy of the special 42-page report. 
“A NEW WAY TO YOUR FUTURE 

FINANCIAL SECURITY’’ 
It may well change your entire future. 
rABLE OF CONTENTS: 
The Big Problems of Your Future Financial Security 
and a Possible Solution Through an Investment Man- 
agement Plan 
Brief History of World and U. S. Inflation and Taxes in 
Terms of “Value” 
The Ten Questions Most Often Asked About The Dan- 
forth Associates Investment Management Plan 
Why Corporations and Individuals Find It Pays to Re- 
tain Outside Help 
How The Big Investment Fundamentals Were Stream 
lined for the Management of Individual Accounts from 
$5,000 to $50,000 
Twenty-One More Questions about The Danforth As- 
sociates Investment Management Plan 
How My $5,000 to $50,000 May Grow With Safety 
Under the Danforth Associates Investment Manage- 
ment Plan 
The Ten Advantages To You 
The Decision: You Make One—We Make All The Rest 
(plus 19 special charts and tabulations) 





To learn how you may benefit from The Danforth Associates 
Investment Management Plan, simply mail this coupon. It 
does not obligate you in any way and you risk nothing. 


THE DANFORTH ASSOCIATES, Investment Managers 
“A Wellesley Hills 81, Massachusetts DA-14 
wwe 
* your 
seb ae 
pines! " 
Sect art 


——" 


NAME 


Please mail me a complimentary copy of your 
report, “A New Way To Your Future Financial 
Security.”’ I would like to give it my serious con- 
sideration. I understand that this does not com- 
mit me in any way and that no salesman will call 


_ 
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INSURED SAVINGS | SRR SSeS 


plus FREE 
TRAVEL ALARM 
CLOCK 


When you open an account of $2,000 or more, 





or add $2,000 or more to your present account. 
(or SEND FOR FREE FOLDER of sterling silver 
gifts for new savings of $1,000 or more) 
OPEN YOUR ACCOUNT NOW 
SAVE BY MAIL « AIR POSTAGE 
PAID BOTH WAYS 
% Each account insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation 
* Resources, $265 million * Founded 1920 
* Reserves over $23 million, more than TWICE 
Federal requirements *Legal for corporate 
pension, trust, church and credit funds 
* Funds received or postmarked by the 10th 
earn interest from the Ist of the month 
1 Current 
O fie” 
am interest 
Paid or 
Compounded 
Quarterly 


Mail Check or Request Financial Statement 


AMERICAN 
SAVINGS 


AND LOAN ASSOCIATION 


SPECIAL MAIL DIVISION, DEPT. 200 
210 E. PHILADELPHIA ST., WHITTIER, CALIF. 





NEXT 90 DAYS CAN 
CHANGE YOUR LIFE 


A Warning from 
The Wall Street Journal 


You are living in a period of rapid 
changes. The next 90 days will be filled 
with opportunities and dangers. 

Fortune will smile on some men. Dis- 
aster will dog the footsteps of others. 

Because reports in The Wall Street 
Journal come to you DAILY, you get 
fastest possible warning of any new trend 
affecting your business and personal in- 
come. You get facts in time to protect 
your interests or seize a profit. 

Ii you think The Journal is just for 
millionaires, you are WRONG! It is a 
wonderful aid to salaried men making 
$7,500 to $25,000 a year. It is valuable 
to owners of small businesses. Read it 90 
days and see what it can do for YOU. 

To assure speedy delivery to you any- 
where in the U.S., The Journal is printed 
daily in seven cities from coast to coast. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad Street, New York 4, New York. 
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Mid-Year Outlook 


It 1s a safe prediction that business in 
the second half of 1961 will be much 
better than it has been in the first six 


| months. The economy has now been in 


a definite uptrend for several months 
and it would be most exceptional in- 
deed if this trend should reverse itself 
during the current year. It is equally 
safe, therefore, to predict that corpo- 


| rate profits will improve and that from 
| here on comparisons with the preced- 
| ing year will be generally favorable, 


contrasting quite sharply with the 
rather dismal picture for the first half. 

This pleasant outlook, however, is 
not news as far as Wall Street is con- 


| cerned. It provided the basis for a 


major advance in the stock market 
which lifted the Standard & Poor’s in- 
dustrial stock average by a full 30% 
between October 1960 and May 1961. 
The present level of stock prices al- 
ready reflects the anticipated im- 
provement in business activity and 
corporate profits, and one should not 
expect the market to duplicate its per- 
formance for the same reasons. Herein 


' lies the explanation for the compara- 


tively desultory action of the market 
ever since the averages made a new 
high in mid-May, in spite of the clear 
evidence of economic gains and the 
absence of “bad news.” 

While the general market was not 
much worse than “reactionary,” 
some of the favorites of recent months 
suffered significant setbacks. Such an 
occasional reminder that trees do not 
grow into the sky, that stocks simply 
cannot continue to multiply in price 
while earnings are only creeping up is 
necessary if we are to avoid a bull 


| market explosion with all its unpleas- 
| ant 


consequences. One may be 
shocked that a stock like Revlon can 
lose as much as 25° of its value with- 
in one month, but it should also be re- 
membered that even after this decline 


| it was still selling more than 25% 


above its 1960 high. 
The sobering-up process may not 


| yet be completed as far as many of the 


overpublicized glamour stocks are 
concerned. A great many of them 
probably have seen their highs for 


| some time to come; a pause will be 


needed to permit earnings to catch up. 


| Therefore, if the usual summer rally 


should develop, it may well be that 
the more conventional investment 
stocks as well as cyclical stocks will be 
leading the parade. 

Objectively speaking, they are no 


| bargains either at present levels, but 


by comparison with some high-flying 
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glamour stocks 
they represent fair 
value. Further- 
more, the cyclical 
issues will soon be 
able to show earn- 
ings gains which 
should be quite 
impressive. 

Although I believe that at the pres- 
ent time it would be profitable to fa- 
vor cyclical stocks (i.e., stocks of com- 
panies which are affected to a signifi- 
cant extent by the ups and downs of 
the business cycle), I want to make it 
very clear that I recommend these 
stocks only as a temporary holding for 
the purpose of making and realizing a 
capital gain, and not for permanent 
investment. There is a world of dif- 
ference between stocks like Ana- 
conda and Corn Products, for exam- 
ple, even though both companies rank 
among the very best within their 
respective industries, and no prudent 
investor should ever lose sight of the 
fundamental dissimilarity between 
the investment characteristics of the 
two. 

Anaconda Co. (56) should easily 
earn over $5 a share this year and, 
with its huge depreciation charges 
more than adequate to provide for 
capital expenditures and debt repay- 
ments, the company can afford to lib- 
eralize its dividend disbursement. 
Anaconda today is stronger and has a 
greater earning power than in 1959 
when the stock sold as high as 75, or 
34° above its present price. To me 
this level seems a reasonable objec- 
tive. 

Although the problems of the steel 
industry—rising wage costs on the one 
side and pressure on product prices on 
the other—must not be minimized, the 
rising production rate will be reflected 
in a substantial improvement in earn- 
ings. Investors should favor those 
companies which have proven the effi- 
ciency of their operations by staying 
in the black during the first quarter of 
this year. Within the industry, at 
present prices, I favor National Steei 
Corp. (94) and Republic Steel Corp. 
(61). 

Dow Chemical Co. (80) can hardly 
be called a cheap stock, selling at 35 
times estimated earnings of $2.25 a 
share for the year ended May 31, 1961. 
It should be noted, however, that 
Dow’s fiscal year covers the entire pe- 
riod of the recession, while companies 
reporting on a calendar year basis at 
least had the benefit of six good 
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months. Under the more favorable 
conditions in prospect for its current 
fiscal year, earnings should improve to 
at least $3 a share. With capital ex- 


penditures continuing at a very high | 
rate, Dow is expected to attain an | 
earnings level over $4 in the not too | 


distant future. Cash dividends will re- 
main modest for obvious reasons, but 
the policy of paying small stock divi- 
dends in addition will undoubtedly be 
continued. 

Some years ago B.F. Goodrich Co. 
(64) was considered one of the most 
promising growth stocks and ranked 
high among the institutional favorites. 
It turned out to be a disappointing 
investment. Earnings dropped off 
sharply from the high level attained 
in the years 1955 and 1956, and even 
now the stock is still selling some 
40% below its 1959 high, performing 
far worse than both Goodyear Tire & 
Rubber Co. and Firestone Tire & 
Rubber Co. 

There are indications of a definite 
turn for the better. Steps have been 
taken to increase efficiency and to 
lessen the company’s vulnerability to 
volatile rubber prices; a five-year 
capital program involving a quarter of 
a billion dollars is planned; marketing 
operations have been broadened 
through acquisition last January of 
Rayco with some 140 retail outlets. 
Despite a slow start in the first quar- 
ter it seems highly probable that the 
low point in Goodrich’s earnings has 
been passed and that significant profits 
gains will be seen from here on. 
Yielding almost 342% on the basis 
of the secure $2.20 dividend, Goodrich 
represents an attractive investment 
situation. 

Nearly a year ago (Forses, July 15, 
1960) I commented favorably on F.W. 
Woolworth, then selling at 72. The in- 
vestment recommendation was based 
on the hopeful expectation that the 
huge capital expenditures of the past 
decade, more than $350 million, would 
be paying off in the near future. Re- 
sults so far have been disappointing 
and the stock acted poorly—until 
the company’s President announced at 
the annual meeting that Woolworth 
planned to establish a chain of dis- 
count department stores, whereupon 
the stock took off and soared to 887%. 

I am skeptical and opposed to hand- 
ing out the laurels in advance. The 
mere intention of entering a new field 
which is fiercely competitive and in 
which the Woolworth management 
seems to lack experience is no guar- 
antee of success and hardly justifies 
an increase in the market value of 
Woolworth by more than $150 million. 


I suggest that holders of the stock | 


protect their investment by 
close stop-loss orders. 


fairly 
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4 AWAKENING “SLEEPERS” 


FOR EXCEPTIONAL 1961-62 GAINS 
Now selling under $30 


BaBsoN ParK, Mass. — Why is it that 
some people just can’t resist jumping 
into stocks at the “top,” while others 
seem to step in at precisely the proper 
time to reap really large gains? 


“It’s often a question of knowing how 
to spot ‘sleepers’ and watching for the 
right time to buy,” says well-known fi- 
nancial authority Roger E. Spear. 
“Many investors miss out on the big 
profits because a ‘sleeper’ looks just like 
any other stock on the surface.” Few, 
for example, saw the gains ahead for 
American Motors or Texas Instruments 
until long after big profits had been 
made. 


Which 4 of These Stocks 
Promise Greatest Gains Today? 


Babbitt Ford Motor Ltd. S.A. Gold & P 
British Pete Lear Inc. Stude-Packard 
Canada Dry Muter Co. Union Finance 
Catalin Corp. Nat. Bellas H. Ward ind. 
Cont. Vend. Nat. Union El. Webb & Knapp 
Dixon Chem. Northeast Airl. Welbilt 


To help you take advantage of the un- 
usual profit opportunities that bona fide 
“sleepers” can provide, Spear Editors 
have selected 4 low-priced stocks that 
appear poised for profits now. They have 
een chosen specifically for the man 
who wants action instead of dividends. 


These stocks are analyzed in a new 
Special Report called “4 AWAKENING 
‘SLEEPERS’ FOR EXCEPTIONAL 1961-62 
GAINs.” 
Here are a few highlights from the 
Report: One stock, selling under 20, 
is a merger and acquisition situation. 
With one of the nation’s most aggres- 
sive management teams at the helm 
of this company, a profit objective of 
50% to 100% is foreseen for it. An- 
other is fast emerging as a dominant 
force in a rapid growth area of the 
financial field. It could well be one of 
the most undervalued stocks in the 
market today. 


| SPECIAL OFFER 


To prepare you for larger gains in 
1961-62, we will send you a copy of 
this new Report with a 2-week trial 
subscription to the Spear Market 
Letter for just $1. (New subscribers only.) 
Send this ad, your name, address and $1 
today to Box SP1-10L. 
] Check here if you prefer a 3-months’ trial 
at special $15 rate. (Regular rate $20.) 


SPEAR & STAFF inc. 


INVESTMENT ADVISERS SINCE 1940 
Babson Park, Mass. 











Uniteo States Lines 
Company 


\ prs 3% 
\ Stock 


DIVIDEND 


The Board of Directors has declared an 
extra dividend payable July 7, 1961, in 
shares of common stock amounting to 
three per cent (3 ®@) c* the common stock 
registered in the name of each stock- 
holder of record June 14, 1961. 
THOMAS R. CAMPBELL, Socgetacy 
One Broadway, New York 4, 





CANADIAN PACIFIC 
RAILWAY COMPANY 


DIVIDEND NOTICE 


\t a meeting of the Board of Directors 
held today a dividend of seventy-five cents 
per share on the Ordinary Capital Stock was 
declared in respect of the year 1961, payable 
in Canadian funds on August |, 1961, to 
shareholders of record at 3:30 p.m. on June 
23. 1961. 

By order of the Board 

Tr. F. Turner 
Secretary 
Montreal, June 12, 1961. 


WORLD'S HIGHEST EARNINGS 
FREE GIFT for opening a new 


savings account of $1,000 or more. 


INSURED SAVINGS 


*Set of eight Elegant Crystal Tumblers (12 


oz.), trimmed and monogrammed with your 
initial in 23-K gold or 


* Handsome Travel Alarm Clock in beautiful 


carrying case.* * * 


* Please specify gift. 


* Dividends compounded quarterly « Resources now over 
$60 million + Savings accounts insured to $10,000 by the Fed- 
eral Savings and Loan Insurance Corporation + Air mail postage 
paid both ways + Main office: Lynwood, California + Savings 
postmarked by the 10th of the month earn from the Ist of the 
same month. 


PER YEAR 
LATEST RATE PAID 


Air mail funds to: Wilshire Office of 


WORLD SAVING 


AND LOAN 
ASSOCIATION 


1926 Wilshire Bivd., Los Angeles 57-J, California 


FREE BOOKLET! 


‘Why Investors Look to California 


sa 





*20 


gets you— 

Reliable 

Advice 
Including our 8th 
Recommendation 


SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 8 STOCKS 


Brush Beryllium @ 29 now 50 
Philips’ Lamps now 14514 
A. C. Nielsen now 51 
Manpower, Inc. sold 512 
Sanborn Co. sold 63 
C-E-1-R now 53 
Nuclear Materials now 90 
Sterilon now 26% 
Since our recommendation, 3 
stocks have been heavily bought 
by Mutual Funds, and 3 have split. 
Our 8th recommendation is a 
littie-known, fast-growing manu- 
facturer of sterile disposable 
medical products. We recommend 
when to buy and when to sell. 
For an annual subscription 
(published monthly ) including the 
current 8th recommendation — fill 
in coupon. Send to: 

THE LAZARUS REPORT 
370 Lexington Avenue, N. Y. 17, N. Y. 
Enter my subscription for one year. 


Enclosed $20 Bill me 
Name ——_ 


Street 





City State 
*current prices 6/13/61 








WITH 
INSURED 
SAFETY 


4 


CURRENT RATE PER ANNUM 


e Dividends paid or compounded 
quarterly and all withdrawals paid 
on demand since our charter was 
granted in 1937 e Corporation, trust 
and other funds accepted e All 
accounts insured to $10,000 by 
Federal Savings & Loan Insurance 
Corp. « Funds received by 10th of 
month earn from list e We pay air- 
mail postage both ways. 

For more details, send coupon 
below or write for Brochure No. 122. 


Fipe LITY G 
AF ere 


SAVINGS AND LOAN ASSOCIATION 
225 E. Broadway, Glendale 5, Calif. 


Just minutes from the center of Los Angeles 


ASSETS OVER $195 MILLION 


R. M. RIGGLE, Asst. Vice-President 
Please send Brochure No. 122 to: 





NAME _ 
ADDRESS 


CITY - _ ZONE 


CPLEASE pennant’) 


| previous year. 





INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Two Newcomers & An Old Favorite 


| I wIsH to call readers’ attention to two 
| newcomers to this column and one old 


recommendation that appear attrac- 
tive at the present time, namely, Drug 
Fair-Community Drug Co., Southern 


Gas & Water Co. and U.S. Plywood. 


Drug Fair-Community Drug Co. 


| was incorporated in 1951. Through 


subsidiaries it operates a chain of 
super-drug stores under the name 
Drug Fair in the Washington, D.C. 
metropolitan area. All stores and the 
company’s executive offices and a cen- 
tral warehouse are leased. A minor 
wholesale drug business is also con- 
ducted. 

The company is one of the fastest 
growing in the drug-chain industry 
and one of the best managed. Sales 
have increased substantially since 
1952, from $4.5 million when ten stores 
were in operation, to around $27.5 
million last year with a total of 54 
stores. Additional new-store open- 
ings are planned in the future, with 
perhaps six to seven units per year. 
Average sales on a per store basis 
currently exceed $700,000 annually 


| which is among the highest in the 
| industry. 
| this June, sales are estimated at about 


For the fiscal year ended 


$36 million, a 32% increase over the 
The stock, currently 
selling around 18 on the American 
Stock Exchange, could be a _ good, 
long-term, low-priced speculation for 
those readers with patience and will- 


ingness to assume 
some risk. Price 
range this year, 
21-10; indicated 
annual _ dividend, 
40c. 

In April 1960 
the West Virginia 
Water Service Co. 
acquired all the stock of Southern 
Propane Co. Water properties were 
transferred to a new subsidiary, West 
Virginia Water Co., and the following 
month the parent changed its name to 
Southern Gas & Water Co. The water 
company’s subsidiary has had a long 
record as an income producer. It op- 
erates 17 water systems serving 25 
municipalities in West Virginia, with 
Charleston, the state capital, account- 
ing for about two-thirds of total 
revenues. The Charleston area con- 
sists largely of industrial, commercial, 
mining and banking industries—hard- 
ly typifying the “depressed area” often 
associated with the state. Recent 
completion of the U.S. Government 
dam on the Elk River has afforded a 
supply of about 32 million gallons of 
water daily, thereby assuring the area 
of more than adequate water require- 
ments. 

The company’s record of growth has 
not been rapid or sensational; rather, 
it has been slow and stable as evi- 
denced by the fact that residential 
and fire protection sales provide two- 
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thirds of revenues. Gallons of water 
sold increased at an average rate of 
3.2% annually during the past five 
years. 

Interestingly, West Virginia law al- 
lows its municipalities to acquire their 
water systems either by purchase or 
condemnation, with approval of the 
Public Service Commission. Hence, 
there exists the possibility of a sale of 
the company’s properties to the city. 
Needless to say, such a sale would 
have a favorable effect on the price 
of the “parent’s” stock, as similar 
transactions have been at about two 
times book value. 

The Southern Propane subsidiary 
distributes liquefied petroleum gas to 
the rural area of southern Georgia 
and northern Florida where the esti- 
mated population is 1.2 million. Fa- 
vorable year-round weather results 
in extensive agricultural consumption 
of LP-Gas in the region, thus provid- 
ing decided operating advantages. An 
expanding market for LP-Gas in cur- 
ing tobacco has resulted in increased 
sales to the extent that the company 
now sells more than 80% of the gas 
used for curing in the tobacco belt 
running from Georgia to Florida. This 
subsidiary should continue to show 
sizable gains in sales and earnings in 
future years. Indeed, it is believed 
that the growth of the LP-Gas in- 
dustry will continue to out-pace the 
growth of the total economy by a 
worthwhile margin. 

In September 1960 the parent com- 
pany acquired a 67% interest in ICED, 
Inc., which assembles air conditioners, 
including reverse cycle units for heat- 
ing as well as cooling. 

Southern Gas & Water’s earnings 
were $1.75 per share last year. First- 
quarter results for 1961 were disap- 
pointing. However, prospects for an 
increase in net income over the long 
term appear quite promising. The 
stock, now selling around 26 over-the- 
counter, appears attractively priced 
for those readers interested in reason- 
able safety, income and appreciation. 
Indicated annual dividend, $1; yield, 
about 4°7. Capitalization, $14.8 million 
in funded debt, 3,953 shares of $5 
cumulative preferred, 15,000 shares of 
416° cumulative preferred, and 623,- 
615 shares of common stock. 

U.S. Plywood has held in a rather 
narrow range during the last two 
years, having traded between a low 
of 40 and a recent high of 53. The 
stock behaved quite well during this 
period, as building securities in gen- 
eral were declining. The fact that PLY 
held up better than others in its group 
could be indicative of better times 
ahead for the company. In this con- 
nection, business generally is improv- 
ing; hence, the chances are good that 
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housing will also recover in the 
months ahead. Some improvement is 
already noticeable here as new home 
construction has risen from the low 
recorded last December. 

Last year’s earnings were hindered 
by the housing slump and, for the 
fiscal year ended last April, are esti- 
mated at around $2.50 a share vs. 
$5.10 a share in the previous 12 
months. Assuming the recently high- 
er level of plywood prices holds at 
around $68 per thousand square feet, 
earnings of close to $4 per share are 
estimated for the new year. Should 
the $68 level be reduced slightly, 
earnings of $3.50-$3.80 would appear 
probable. 

In recent years management has 
forged ahead on all fronts, with moves 





into new and profitable areas of busi- 
ness, the investment of large sums for | 
new, improved and more efficient fa- | 
cilities, and an increase in its research | 
effort. With regard to the latter, 
numerous new products have been 
developed, and others are in the 
process of being developed, so that 
long-term gains in sales and earnings 
appear certain. 

Further expansion in operations 
has been achieved through acquisi- 
tions, with some of the more recent 
being Berkley Plywood, a California 
manufacturer and installer of panel- 
ized roof systems; Panelbild Systems, 
Inc. of Seattle; Western Plywood Co., 
Ltd., which, along with its other Ca- 
nadian interests, gives U.S. Plywood a 
formidable position in Canada. 

The company today is the leader in 
its field. It manufactures, purchases, 
and sells Douglas fir, hardwood and 
pine plywood, lumber, doors and other 
laminated and related products. Sales, 
which totaled $256 million for the 
year just ended vs. $276.2 million in 
the previous year, consisted of the 
following: fir plywood, 39%; hard- 
wood plywood, 22°%; lumber, 10%; 
doors, 7%; fir specialties, 4°; and 
the rest, related sheet and laminated 
and miscellaneous products, 18%. 
Sales for the current year are esti- 
mated at around $300 million. Dis- 
tribution and production facilities are 
substantial. About 6 billion feet of 
timber are controlled, of which rough- 
ly one-half is 100° owned by USS. 
Plywood. 


Finances are strong. On April 30, 


1960 current assets of $123.4 million | 
compared with liabilities of $29 mil- | 
lion, a current ratio of 4.2 to 1. Cash 


items alone amounted to $24 million; 
book value per share was $45.01. Now 


selling around 50, where the yield is | 


4% on the $2 indicated annual divi- 
dend, U.S. Plywood appears attrac- 
tive for income and worthwhile capi- 
tal gains. 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


Divipenp No. 54 


Tux BOARD OF DIRECTORS has 

this day declared a regular quar- 
terly dividend of Fifty-Seven 
and One-Half Cents (5742¢) 
per share on the capital stock of 
the Company, payable August 
15, 1961 to stockholders of 
record at the close of business 
July 17, 1961. 


JouHN MILLER, Secretary 


_—_ 7, 1961 
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CURRENT RATE 
ON INSURED SAVINGS 


Ain 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation's largest savings 
and loan associations 
<ininiceannemnigianseemnemtenn 

In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Savings are insured to $10,000 
by Federal Savings and Loan 
Insurance Corporation. A number 
of accounts may be arranged to 
provide insurance protection for 
all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 180 Million Dollars 


Deco 


ay 
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Convenient postage-free mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 

















1961 REVISED EDITION 


Investing for Retirement 


by J. K. LASSER INSTITUTE 
and SAM SHULSKY 


All the ways your dollar can grow 
and build family security. 
Mutual Funds 


income Stocks 
Safety Stocks 


Your insurance 

Social Security 
Endowments & Annuities 
Growth Stocks Pension Plans 

Preferred Stocks Savings and Thrift Plans 
Monthly investment Pian Tax Law and Retirement 
Stock Dividend Companies 100% Tax Exempt Bonds 
Convertible Issues Tax Protected Companies 
Profit Sharing Pian Tax Free Dividends 


Do not miss out on this entirely new 1961 
revised edition of Investing for Retirement. 
Start now to plan for your financial inde- 
pendence by using investment profits plus 
tox shelter. 


SEND $3.00 TODAY to 
BUSINESS REPORTS, INC., Dept. F-15 
1 West Avenue, Larchmont, N. Y. 








Opportunities inWARRANTS 


if you are interested in making each $1 do 
the work of $100 or $1, in a risin 
market—then you should be intereste 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar- 
ket may re | capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 
ow do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50.000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the oy widely-praised and 

gal full-length stu of its kind—*"*THE 
vaShanree MeniTs Yor COMMON STOCK 

WARRAN by Sidney Fried. For your 

copy of hie book detailing the full story of 

warrants, and a current list of 110 warrants 

. ow know about, send $2.00 to 


Associates, Dept. ) 











R. 
F183, 20 Fifth Avenue, New 
York 1, N. Y¥. or send for 
free descriptive folder. 
COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 
Dividend on Common Shares 


The Board of Directors 
of Columbus and 
, Southern Ohio Electric 
Company, on June 
2, 1961, declared a div- 
idend of fifty cents 
(50¢) per share on 
the outstanding Com- 
mon Shares of the Cor- 
poration, payable July 
10, 1961, to sharehold- 
ers of record at the 
close of business on 
June 26, 1961. 

G. C. SHAFER, Secretary 


the ELECTRIC Co. 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 
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Assignment: Flexibility 


In a recent article (Forses, May 1) 


| outlining the basic rationale of tech- 


nical stock market analysis, I offered 
the opinion that “. . . any technician 
will benefit from knowledge of funda- 
mentals, much as the fundamentalist 
will benefit from the technical ap- 
proach.” It occurred to me afterwards 
that I probably offended some sensi- 
bilities on both sides of the analytical 
fence. 

Certainly the suggestion to look at 
fundamentals is near-heresy to the 
old-school “chartist” who tends to 
think of price behavior as the only 
key to stock market problems. This 
rather rigid attitude has its roots in 
a long-ago stock market era when 
price information was far more reli- 
able and accessible than was the quali- 
tative and economic evidence needed 
for sound fundamental analysis. 
Things have changed in this respect, 
but technical analysis still enjoys the 
marked advantage of working with 
fully and promptly available data; that 
is why it has survived and has gained 
consistently growing acceptance, quite 
apart from the degree of success with 
which it can be practised. 

The fundamentalist camp, too, has 
its share of die-hards who believe that 
all technical analysis must properly 
be ranked with the baser superstitions, 
several notches beneath palm reading 
and phrenology. This view barricades 
itself behind the flat dictum that the 
price of a stock will ultimately be de- 
termined by earnings, present and 
future. As an antitechnical argument, 
this begs at least two questions: a) 
whether current prices are, in fact, 
normally determined by current earn- 
ings in a market always bent on an- 
ticipating the future; and b) how re- 
liably future earnings can actually be 
estimated in advance. The argument 
neatly sidesteps the really crucial 
question, namely, what the market 
may be willing to pay, at various 
stages of the future, for prospective 
earnings, whether reliably estimated 
or not. Essentially this is a problem in 
stock market psychology and there- 
fore, I believe, more accessible to 
technical than to fundamental analy- 
sis. 

The problem, thus stated, points up 
the basically intimate relationship be- 
tween the two schools of thought. 
Considering the vast, progressive im- 
provement in the techniques and in- 
formation available to both camps, 
there seems to be no good reason for 


unyielding mutual 

rejection. Prefer- 

ence for one side 

or the other should 

be a matter of em- 

phasis rather than 

a choice between 

alternatives. Cer- 

tainly, in a mar- 

ket dominated by fundamental think- 
ing, the professional and amateur 
technician alike can profitably look 
across the aisle for motivations that 
may help implement the trend and 
price potentials which his methods 
seek to describe. And since competent 
technical analysis is demonstrably ra- 
tional, is capable of superior agility 
and benefits from a characteristic 
stock market advantage in being a 
minority approach, the fundamental 
analyst can do worse than accept it 
as valid. 

For his part, the technician—and 
especially the would-be technician— 
should be aware that he is no longei 
part of a small minority. In recent 
years many of his methods have re- 
ceived wide publicity, particularly 
those that lend themselves to the fab- 
rication of patent-medicine formulas 
without apparent loss of underlying 
rationale. These have naturally capti- 
vated countless people by seeming to 
offer short-cut avoidance of skill and 
thought, for which they substitute 
automated and uncritical responses to 
easily recognized “signals.” Whatever 
basic validity some of these “objective 
techniques” possess is rapidly being 
eroded by early discounting, overap- 
plication and plain misuse. 

Most popular, perhaps, of the auto- 
mated techniques is that of buying on 
“upside breakouts” accompanied by 
rising volume. The gambit is probably 
as old as the stock chart itself (which 
dates back to about 1880-90). For its 
original rationale it relied on the no- 
tion that only “informed” buying 
would aggressively bid up a stock be- 
yond price levels of previously stub- 
born supply. 

The notion is basically valid enough. 
But, especially during the past year 
or two, breakout buying has attracted 
so many amateur followers that 
breakouts more and more frequently 
are provoked by pressure from antici- 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co. Many 
of his opinions are based on analytical tech- 
niques whose rationale and scope were out- 
lined in his columns of May 1 and 15, 1961 
Reprints of these are available from him on 
written request 
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patory, technically motivated buying— 
by what an economist friend of mine 
would call the wise-guy effect at 
work. Naturally such breakouts are 


in a sense spurious. Being the tech- | 
nical equivalent of buying on good | 
news, they tend to lock the impulsive | 
or on-stop buyer into a stale commit- | 
ment from which, as a rule, he can | 
only be released either by the uptrend | 
momentum of the general market or | 
by a sell-stop order, placed mechanic- | 


ally and resulting in a “limited” but 


often unnecessary loss. Perhaps this | 


is a fair price to pay for avoiding re- 


it. 


In any case, the breakout business | 


has become so crowded that any rea- 


sonably alert trader has been able to | 
make a modest living by anticipating | 
these spurts and trading against them. | 
And I think we have reached the point | 
where a breakout accompanied by | 
only moderate volume is potentially | 


more significant than a high-volume 
move, since it suggests the absence of 


indiscriminate “technical” buyers and | 


the existence of more reliable motiva- 
tion. 


Actually, there is nothing new about | 
problems posed by excessive popular- | 


ity of stock market notions, nor are 
these problems peculiar to the tech- 
nical approach. They arise from the 


arithmetic of the stock market, which | 
tends to correct all excesses sooner or 


later. On the fundamental side, I sus- 


pect that the cult of high-growth | 
stocks must now face up to an acute | 


problem of overacceptance. 

A much older example in the tech- 
nical field is the Dow Theory. 
“signals” come notoriously late in a 
given trend, so that they can be specu- 


latively anticipated quite far in ad- | 


vance and taken advantage of by con- 


trary action when they do “flash.” I | 


think it is reasonable to say that wide 
familiarity with the Dow Theory ac- 


counts for its multiple frustrations in | 


recent years. (According to one 


school of Dow interpretation, as I un- | 
derstand it, a joint decline by the in- | 
672.66 and | 


dustrials and rails under 
140.04 respectively, would constitute 
a primary bear market signal. If these 


declines do materialize, it will be in- | 
they once | 


teresting to see whether 
again provoke a temporary selling 
climax and thus provide a_ possibly 
useful buying opportunity.) 
Fortunately, few if any technical 
methods can match the Dow Theory 
in degree of general familiarity. Nev- 
ertheless, the technician should be 
alert to the need for adjusting his 
analyses to the distortions introduced 
by mounting acceptance of his tech- 
niques. Superimposed on the normal 
(CONTINUED ON PAGE 45) 
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course to mental energy, but I doubt | 
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new 
savings / investment 
opportunity 


earn Ary insured to *110,000 





with one-check convenience 


Financial Federation, a group of 11 
California savings and loan associa- 
tions, now makes it possible for you to 
earn a 44% return (current minimum 
annual rate) on as much as $110,000... 
with the entire amount insured by the 
Federal Savings and Loan Insurance 
Corporation. 

Mail one check directly to Financial 
Federation...funds will be placed with 


one or more Federation members listed 
below. Up to $10,000 insured with each 
association permits total of $110,000 
insured under one account name. OR, 
make checks payable to associations in 
amounts you wish and mail one envelope 
to Financial Federation. Add to or 
withdraw from individual accounts with 
convenient flexibility. Funds received 
by 10th of any month earn from Ist. 


For more details, write for Financial Federation’s Savings /Investment Portfolio. 


Atlantic Savings, Los Angeles « Coachella Valley Savings, Palm Springs « Community C=) 


Savings, Compton + La Ballona Savings, Culver City - Lassen Savings, Chico + 
Savings, Marysville « Palomar Savings, Escondido « Prudential Savings, San Gabriel - 


Midvaliey ter) 


All above associations are members of the Federal Home Loan Bank System with accounts insured 


by the Federal Savings and Loan | 





© LOorp 


Sequoia Savings, Fresno + Sierra Savings, San Bernardino « Silver Gate Savings, San Diego 5g 


Combined Assets over $370 Million 


FINANCIAL FEDERATION, inc. 


DEPT. 1201, 615 SO. FLOWER ST. (AT WILSHIRE) LOS ANGELES 17, CALIF. 
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& LIGHT COMPANY 


stockholders of record 
June 26, 1961. 


PORTLAND, OREGON 
June 14, 1961 





Dividend Notice 


Quarterly dividends of $1.25 per share on the 5% 
preferred stock, $1.13 per share on the 4.52% serial 
preferred stock, $1.54 per share on the 6.16% serial 
preferred stock, $1.41 per share on the 5.64% serial 
preferred stock, and 45 cents ae share on the 
common stock of Pacific Power & 
have been declared for payment July 10, 1961, to 
at the close 


Light Company 


of business 


H. W. Millay, Secretary 


a 














SOYBEAN TRADERS! 
Send $1 for chart and next 5 issues of 





my with greater 
. Send $1 for eas -day trial today. 
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| MYST NOK 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonp corp. 


Empire State Bldg., 5th Ave., at 34th St., N.Y 





42% Interest 


with Insured Safety! 


* 4%% a year (current annual rate). 

Interest paid or compounded quarterly. 
Accounts insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 
Fall FSLIC coverage available on 

almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western's 
$400,000,000 in assets. 

Free gifts for savers; send for list. 

Savings postmarked by the 10th earn 
interest from the Ist. 


F. A. Frost, national t oat PO. Con | 34174, 
Terminal Annex, Los Angeles 54, Calif. 

[} Please open my Savings Account at Great 
Western Savings. | enclose [) check, [] money 
order in the amount of $ 


'e) Please send me your comprehensive savings 
brochure, “You and Your Money.” 





ZONE____STATE_ 


| million people, 
| themselves a free trade area nearly as 














Smog Control... 
Growing Problem 
Breeds Future Profits 


Last April, the State of California 
passed a bill requiring all cars to 
have anti-smog devices. This could 
be the first step toward the legal re- 
quirement of anti-smog devices in 
all densely-populated cities —and 
their inclusion as standard equip- 
ment on all new cars coming out. 

This new billion-dollar market 
potential has particular profit signifi- 
cance for companies now developing 
anti-smog equipment. Our analysts 
have prepared a Special Report on 
firms whose growth may suddenly 
be triggered: “10 Companies with 
High Stakes in the Anti-Smog Battle?’ 

You may have a copy of this valu- 
able report as a bonus with a 2-week 
guest subscription to our weekly ad- 
visory service The Growth Stock 
Letter for only $1 (new readers 
only). Just mail this announcement 
today with your name, address and 
$1 to Dept. F-68. 


DANFORTH-EPPLY 
CORPORATION 
Investment Advisors 
Wellesley Hills 81, Mass. 





| Macmillan has already 
| that he is sending emissaries to the 
| Commonwealth countries to explore 
| the possibilities and Chancellor Aden- 








OVERSEAS COMMENTARY 


Europe United 


THE SIX NATIONS which form the Euro- 
pean Common Market constitute the 
fastest growing economy in the Free 
World. Having a population of 170 
they are building 


huge as the one that makes America 
rich. Cashing in on principles of mass 


| production and mass marketing, and 


slashing tariffs in the most drastic 
fashion, the Common Market coun- 
tries increased commerce among them- 
selves by 28% in 1960. The phenome- 
nal expansion of trade within the 
“inner six” was not achieved at the 
expense of external trade: this also 
increased by approximately 20% last 
year. Trade of the United Kingdom 
and the European Free Trade Area 
(E.F.T.A.) countries forming the “out- 
er seven” has also increased, but by no 
means to the extent that was achieved 
by the Common Market area. The 
much more loosely organized free 
trade area, formed principally in order 
to enable Britain to maintain her tra- 
ditional ties with the Commonwealth 
countries and in order to maintain 
the full internal political sovereignty 
of its members, is now looking toward 
the Common Market with a view to 
an economic merger. Prime Minister 
announced 


auer has declared his belief that the 
joining of the two apparently compet- 
ing groups will, in time, come about 
naturally and almost automatically. 

Should this amalgamation take 
place, a Common Market area will 
emerge which, in population, re- 
sources and area will be the largest 
in the Free World. Both the political 
and economic implications of such a 
move give room for exciting imagina- 
tive speculation as to what could 
happen. 

It is well within the bounds of pos- 
sibility that from such a development 
a United States of Europe, with ab- 
solute common citizenship, could de- 
velop. 

The objections of the Common- 
wealth countries to Britain’s joining 
the Common Market would appear to 
be more of a psychological than a real 
nature, and the few real problems 
which such a link would imply could 
be fairly easily surmounted. In fact, 
not only Britain but the Common- 
wealth countries as well have more to 
gain than to lose from such a merger. 

Should such a step be taken, this 


by GEORGE J. HENRY 


will have a fur- 

ther accelerating 

effect on the 

growth of Euro- 

pean trade and 

industry in gen- 

eral, and it should 

have an even more 

markedly beneficial effect on the 
economy of the United Kingdom. 

The British market, generally 
speaking, would, in any case, appear 
to be based on a more realistic ap- 
praisal of stock values than either our 
market or that of most European 
countries. I propose to examine brief- 
ly a few companies which merit at- 
tention, irrespective of the fate of the 
Common Market merger, but which 
would benefit especially should the 
Union of the E.E.C. and E.F.T.A. ma- 
terialize. 

In the chemical field, Britain can 
compete well with any of the Com- 
mon Market producers. Imperial 
Chemical Industries needs no intro- 
duction to investors anywhere in the 
world. This would seem to be the 
age of chemicals, and a new phase of 
expansion lies ahead in this industry 
with emphasis on the petrochemical 
and synthetic fiber sections. ICI is 
well represented in all groups of the 
chemical industry. Its growth record 
has been most impressive, and the 
continuous plowing back of profits 
has reaped rich rewards. It is a truly 
international concern. In the U.S., 
in partnership with Celanese Corp. 
of America, it owns Fiber Industries 
Inc., which manufactures synthetic 
fibers, and it is also working with 
Aluminum Co. of America. The stock, 
currently selling at around 10%, is 
listed on the American Stock Ex- 
change. The present price gives a 
yield of 334% on last year’s dividend 
before British tax. Profits (again be- 
fore British tax, as this is the only 
realistic way to measure English cor- 
porate profits) amounted to 73c per 
share. The emphasis ICI itself places 
on the Common Market is illustrated 
by its plans for putting up factories 
to the value of $300 million in these 
countries. This would enable it, in 
any case, to maintain a stake in the 
“inner six,” but in the event that the 
European Free Trade Area joins the 
six, its competitive position would, of 
course, be much enhanced. 

Distillers Ltd. is also listed on the 
American Stock Exchange. The com- 
pany occupies a leading position in 
the manufacture and sale of scotch, 
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UNIVERSAL MARION CORPORATION 


be ol 


The Board of Directors of the 
Universal Marion Corporation 
has declared a dividend of 
thirty-cents ($.30) per share 
on the Common Stock of the 
Corporation. The dividend is 
payable June 30, 1961 to 
stockholders of record June 
16, 1961. The Board also 
has declared the regular quar- 
terly dividend of $1.12' per 
share on the 412 % Convert- 
ible Preferred Stock, payable 
July 10, 1961, record June 
16, 1961. 


M. C. Tomberlin 
Secretary 


MARION POWER 
SHOVEL COMPANY 
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BEFORE THE STOCK MARKET REACTS .. . 


learn of 


REVOLUTIONARY 
NEW PRODUCTS 


now being perfected by listed and OTC companies 
before earnings are affected. WRITE TODAY for free 
brochure describing this unique service. 
SCIENTIFIC REPORTER 
Drawer 245A, Cambridge, Maryland 


| about 27 times earnings. 








Thorough, thoughtful appraisals of current & an- 
ticipated stock trends, using well-rounded approach to 
critical selectivity & careful timing, intended for 
professional & sophisticated private investors & specu- 
lators. Mlustrated with classic Point & Figure charts. 
Twice monthly. By subscription, moderate cost. Com- 
plimentary to active brokerage clients. 


0 WOLFE & Co. 


Members N. Y. Stock Exchange 
a 


S} _pept. F-5, 72 Wall St., N.Y 


The Interim Technical Review | 
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its products including such household 
words as Johnny Walker, Black and 
White, Haigs. London Gin is also 
owned by the group. But the group 
interest extends beyond the liquor 
business. Yeast, acetone and other 
chemicals are manufactured by this 
company. In conjunction with British 


| Petroleum, it has entered the petro- 
| chemical business. The present price 
| is around 5, at which it yields just 
| under 4% 
| 43c per share. 


. Earnings last year were 


The company has built up a great 


| deal of strength and the outlook for 


its business both in the chemical field 
and in scotch and gin would appear 


| to be very promising. Scotch is per- 


haps the most popular of all hard 
liquors all over the world and in 
many countries, among which one has 


| to include Germany, France and Italy, 


it is almost a status symbol. Any 
reduction of tariff barriers against its 
sale would almost certainly be ac- 
companied by a large upsurge in 
demand. 

In the field of the glamour stocks, 
one should look at Elliott Automation. 
This stock is not listed on the Ameri- 


| can Stock Exchange, but its American 
| Depositary Receipts enjoy 
| over-the-counter market here. 


a wide 


At the current price of around 5, 
the yield is meager, about 17%. On 
the basis of last year’s profits (before 
British tax), the stock is selling at 
Obviously, 
the current price discounts the future 
to a very large extent, and the normal 
hazards associated with glamour 
stocks are inherent in this situation. 
But it is very easy to make out a con- 
vincing case in favor of Elliott. With 
more and more firms installing auto- 
matic equipment, the company, which 
is the largest manufacturer outside 
the U.S., and the only one which 
makes a truly comprehensive range 
of these products, it is strongly placed 
to win an increasing share of a grow- 
ing market. 

Turnover and profits have shown 
very encouraging improvement in past 
years, and the chairman, in his last 
annual statement, has stressed that 


| the development work of earlier years 


will increasingly pay off. The order 


| book shows an ever-increasing de- 


mand for control equipment. 

The company’s products range from 
process control instrumentation, auto- 
matic control valves, computers and 
data reduction to telecommunications, 
high vacuum equipment and auto- 
matic materials handling plants. El- 
liott works under license with a num- 
ber of American companies, including 
Jervis B. Webb Co. and Cleveland’s 
Warner & Swasey Co. Apart from its 
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For Only $6, You Can 


TRY BARRON’S 
FOR 17 WEEKS 


to help your money grow 


Here is a way to discover, at low cost, 
how Barron’s National Business and 
Financial Weekly gives you complete 
financial and investment guidance—the 
equivalent of numerous special services 
that cost much more. A trial subscrip- 
tion—17 weeks for $6—brings you: 

Everything you need to know to help 
you handle your business and invest- 
ment affairs with greater understand- 
ing and foresight ... the investment 
implications of current political and 
economic events, and corporate activities 
. .. the perspective you must have to 
anticipate trends and grasp profitable 
investment opportunities . . . the knowl- 
edge of underlying trends, immediate 
outlook, vital news and statistics, which 
indicate real values of securities. Com- 
pactly edited to conserve your time, yet 
— you profitably informed. 

o other publication is like Barron’s. 
It is the only weekly affiliated with Dow 
Jones, and has full use of Dow Jones’ vast, 
specialized information in serving you. 

Try Barron’s and see for yourself how 
this complete weekly financial news serv- 
ice gives you money-making, protective 
information you need in managing your 
business and investments wisely, profit- 
ably, in the eventful weeks ahead. 

Try it for 17 weeks for $6; full year’s 
subscription only $15. Just send this ad 
today with your check for $6; or tell us 
to bill you. Address: Barron’s, 392 New- 
bury Street, Boston 15, Mass. F-71 


NATION'S 
LARGEST 


FEDERAL SAVINGS 
. ASSOCIATION 


pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 4%% cur- 
rent annual rate « World-wide savings service for 
170,000 individuals, corporations and trusts in 50 


states. 73 foreign countries «+ Same, sound man 
agement policies since 1925 «+ $38,000,000 reserves 

Resources over $600,000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. « Man 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) 
Funds received by 10th, earn from Ist: + We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FREE FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 





? 
. 


California Federal Savings & Loan Assn. 
0x 54087, Terminal Annex, Los Angeles 54, Calif 


Please send free ‘The California Story" and 
Cal Fed MAIL-SAVER (ij) to: 
Name 


Address 
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Free booklet-prospectus describes 
The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and growth possibilities through 
seasoned common stocks selected 
for their quality. Mail this ad. 


Neme 





Address 


DISTRIBUTORS GROUP, INC. 








80 Pine Street, New York 5, N. Y. 








Ty. ROWE PRICE | 
CROWTH STOCK 
igs FUND, INC. 
(FA) #ALTIMORE, MARYLAND 
OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 


REDEMPTION PRICE: Net asset value 
less 1%. 





Prospectus on request 


Dept. B 








10 Light Street Baltimore 2, Md. 
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LT .CO a 
Tri-Cantinentald 


Corporation 


A Diversified Closed-End 
Investment Company 


Second Quarter Dividends 
Record Date June 20, 1961 
30 cents a share 


on the COMMON STOCK 
Payable July 1, 1961 


67 cents a share on the 
$2.70 PREFERRED STOCK 
Payable July 1, 1961 


65 Broadway, New York 6, N. Y. 


COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held today de- 
clared a 244% stock divi- 
dend on its outstanding 
Common Stock and Voting 
Trust Certificates for com- 
mon stock, payable in com- 
mon stock on July 31, 
1961 to stockholders of 
record June 30, 1961 
LEO JAFFE 
First Vice-Pres. & Treas. 
New York, June 16, 1961 




















| $420 million. 


THE FUNDS 


Com petition : 


NEW KID ON THE BLOCK 


Just around the corner is a small but 
possibly potent new competitor for 
the investor's dollar. A mutual fund 
of a kind, the new company will in- 
vest not in stocks or bonds but in 
mortgages. Its name: First Mortgage 
Fund, a closed-end real estate invest- 
ment trust. Its objective: to invest 
its funds in high-yielding first mort- 
gages and, by distributing 90% of its 
net income, to avoid federal corpora- 
tion taxes. 

At the moment FMF is only a paper 
corporation. It is currently in the 
process of registering one million 
shares with the Securities & Exchange 
Commission for sale (at $15 a share) 
through a syndicate headed by Shear- 
son, Hammill. Likely offering date: 
sometime in August. 

FMF will have some interesting 
features. For one thing, it will be able 
to borrow against the mortgages in 
its portfolio in order to acquire more 
mortgages (paying less for its money 
than the yield on its new purchases). 

Perhaps FMF'’s biggest intrinsic in- 
vestor appeal, though, lies in its pros- 
pects of offering a high yield. Though 
its prospectus makes no claims about 
the size of dividends, FMF will be put- 
ting its funds into mortgages which 
offer a rock-bottom return of 54% 
(the current FHA-VA minimum). 
Many others will probably be bought 
at discounts which will provide an 
even more generous yield, plus a 
built-in capital gain if held to ma- 
turity. 

If FMF is successful, Wall Street 
rumor has it that other such funds 
will not be far behind. 


Sales Strategy: 





DIVERSIFICATION SI, 
TAXES NO 


THE MAN who recently used (unsuc- 
cessfully) a newspaper “swap” column 
to offer his Cadillac in trade for shares 
of a mutual fund got the idea a little 
garbled. But for a horde of other 
investors, the swapping message seems 
to be coming through loud and clear. 

To date they have exchanged some 
$700 million worth of stocks on which 
they had large capital gains in return 
for the shares of some eight “swap” 
funds. The four tax-free exchange 
funds that closed their subscription 
books last month alone gained some 
Close to half the total 


poured in during the frenzied last 
week of solicitation. Why the excite- 
ment? Swap funds are certainly not 
that new. Almost a year has passed 
since the first of these persuaded 
stockholders with large unrealized 
capital gains to trade the shares they 
are locked into for shares of a new 
mutual fund. 

Basically, the last minute rush 
reflected the stockholders’ hurry to 
get in while the getting was guaran- 
teed. So far, all of the swap funds 
have been soliciting shares armed 
with an advance ruling from the 
Internal Revenue Service that the 
exchange would be tax free. Last 
February, the taxmen announced 
that they had issued their last prior 
ruling. Although Internal Revenue 
left little doubt that future similar 
swaps would probably still be tax free, 
the advance guarantee will no longer 
be given. 

The four funds that closed their 
books last month—Investment Trust 
of Boston’s Devonshire Street Fund; 
Vance, Sanders’ Diversification Fund; 
Keystone’s Investors Capital Ex- 
change Fund, and Hugh W. Long’s 
Westminster Fund—were virtually 
the last beneficiaries of the old IRS 
policy. (One other fund, Federated 
Investor’s Empire Fund, has a prior 
ruling and will probably offer shares 
to the public in the fall.) 

Still, the swap funds seem to con- 
tain enough appeal to continue to 
attract new support. No sooner had 
the advance-ruling funds closed their 
books than the Ohio Co.’s Ohio 
Franklin Fund came to market solicit- 
ing tax-free exchanges solely on the 
opinion of its legal counsel. 

Will the latest fund face harder 
sledding than its predecessors? Dev- 





FUNDS 
VS. THE MARKET 





_ “™ 
7 


‘<a> 


7 a 
//~ Standard & Poor 500 


ae 


anion. 


ms. \ 





— 
10 Leading 








| 1957=100 


Indexes use weekly closing prices = 
Fund indexes assume reinvestment 
of capital gains at net asset value. 


4 





Pesta oor. 
. IMARCH! APR. | MAY TURE 

















ForsBes, JULY 1, 1961 

















The Franklin Life 
Insurance Company 


DISTINGUISHED SERVICE SINCE 1884 


The largest legal reserve 


devoted exclusively to the underwriting 
of Ordinary and Annuity plans 


Dividend Notice 


The Board of Directors of The Franklin Life 
Insurance Company has declared a stock 
dividend of 25%, payable to stockholders 
of record at the close of business June 30 
1961. Stock certificates for the dividends 
will be mailed August 1, 1961 

Georce E. HatmMaKer 

Secretary 
June 8, 1961 


Springfield, Illinois 


| stock life insurance company in the United States | 











Dividend Notice 


The Executive Committee of the 
Board of Directors of Northern Pacific 
Railway Company today declared a 
quarterly dividend of 55 cents per 
share on the outstanding capital stock 
of the Company, payable on July 31, 
1961, to holders of record at the close 
of business on July 10, 1961. 


A. M. GOTTSCHALD 


May 25, 1961 Secretary 














A man 
needs only 
one reason... 


Sass 
Fight Cancer 
with a checkup 


and AMERICAN 


a check CANCER 
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' no-load fund 


| probably 


onshire Fund’s President Ralph Henry 
thinks they will. “I think it’s going to 
be more difficult from now on,” says 
he. “You're going to dampen investor 
enthusiasm without the prior ruling.” 
Ohio Franklin disagreed. “We feel the 
law is so clearly written and we are 
so parallel to other funds that there 
can be no doubt,” a spokesman said. 


Sales: 


ARE SALESMEN NECESSARY? 
IN THE OPINION of most Wall Streeters, 
mutual fund shares “are not bought; 
they are sold.” Mutual funds are a 
salesman-oriented business where the 
top earners and the top brass often 
come up via the sales route. Never- 
theless, there are a minority of some 
20-odd mutual funds which employ 
no salesmen and levy no sales charge. 
These mutual funds, to reverse the 
cliché, “are bought, not sold.” 

Fastest moving of these so-called 
no-load funds last year was Balti- 
more’s T. Rowe Price Growth Stock 
Fund, whose sales of new shares hit 
$11.4 million in 1960. Moving almost 
as fast was New York’s Johnston 
Mutual Fund, a balanced fund, whose 
sales hit $5.5 million in new shares. 
Among other no-load funds showing 
better than industry-average gains 
were Stein, Roe & Farnham Balanced 
Fund and Energy Fund. 

Time and Training. Such gains, to be 
sure, were built on a much smaller 
base than the industry averages. Of 
the more than $20 billion in total net 
assets of the 200-odd mutual funds in 
the U.S. last month, less than 3% were 
in no-load funds. Nor is it likely that 
the no-loads will ever really catch up. 
“The two kinds of funds do not and 
cannot reach the same public,” says 
New York’s Imrie de Vegh. De Vegh, 
who works both sides of the street by 
acting as investment adviser to two 
no-load funds that bear his name plus 
another fund (Continental American) 
that sells at a 5% load in European 
banks, ought to know. 

“The loaded fund,” says de Vegh, 
“is devised for the investor who either 
does not have the time or does not 
have the training to find the fund that 
gives him what he is looking for. The 
is devised for the 
investor who will go out for himself 


|.and choose his own fund—in other 


words, do his own legwork.” 

The number of such funds will 
always remain aé_ small 
minority. But at the very least, the 


| impressive sales gains of some no-load 
| funds suggest that more 


investors 
these days do seem to have the time 
and the training to do their own leg- 
work, 





BROAD STREET 
INVESTING 


CORPORATION 
A Diversified Mutual Fund 


dividen 


10 CENTS A SHARE. 


Payable June 30, 1961 
Record Date June 13, 1961 


65 Broadway. New York 6, N. Y. 








NATIONAL 
INVESTORS 


CORPORATION 
A Growth Stock Mutual Fund 


consecutive 
dividend 


6 CENTS A SHARE. 


Payable June 30, 1961 
Record Date June 14, 1961 


65 Broadway, New York 6,N.Y 
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(ShVER | GIT! 


BEAUTIFUL SILVER BUTTER DISH 
by F. B. Rogers with removable filigree glass 
liner. Yours for adding to or opening a new 
account in the amount of $1,000 or more. While 
they last 


mt . 


Current 
Annual Rate 


PAID FOUR 
TIMES A YEAR 


ALL ACCOUNTS INSURED TO 
$10,000.00 


om ASSETS OVER $175 MILLION 


Funds postmarked by the tenth of 
the month earn from the first. 


MUTUAL SAVINGS 


AN Oo . oan aseseocrearTrieon 


PASADENA 


310 EAST COLORADO BLVD. 
PASADENA, CALIFORNIA 

Pere SF Ss Ss SSS Ss SS Sees eS 
I Please open my account in the amount of 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 

Dividend No. 206 

65 cents per share; 
PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 57 

28 cents per share; 
PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 53 

282 cents per share. 


The above dividends are pay- 
able July 31, 1961 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P. C. HALE, Treasurer 


June 15, 1961 


FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 
The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends: 

50¢ per share on Common Stock. 

2834 ¢ per share on the 4.6% 

Cumulative Preferred Stock 
Common Stock dividends are payable 
July 15, 1961 to stockholders of 
record at the close of business June 
29, 1961 
Dividends on the 4.69% Cumulative 
$25 par value Preferred Stock are pay- 
able September 15, 1961 to stock- 
holders of record August 31, 1961. 

ROBERT A. WALLACE 
Vice President and Secretary 

June 13, 1961 
Bogota, New Jersey 











NAS, RE fk RETR 
THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reason... 


it’s a (Not an advis- 
ory service. ‘or tree brochure F16. 


WYCKOFF ASSOCIATES, INC. 


40 S. Fairview Park se Ilinois 


44 


HOOPER 


(CONTINUED FROM PAGE 30) 





through a speculative binge such as 
the one we experienced in March, 
April and early May, we have to stop 
and digest it—and there is bound to 
be some indigestion. 

Controversial things always are in- 
teresting; they are what speculation 
is made of. Right now the mer- 
chandising shares are controversial. 
Some people say that the trend 
toward discount houses is being over- 
done, with everyone getting into the 
act. Korvette, for instance, shocked 
people recently by announcing its 
intention to open a discount house 
right on Fifth Avenue in New York. 
Woolworth has promised to open the 
biggest chain of discount stores the 
country “has ever seen or will ever 

e.” The people who have been buy- 
ing stocks like Korvette and Wool- 
worth think they see a great revolu- 
tion started in the retailing of big 
ticket items similar to that witnessed 
a few years ago when the grocery 
business turned to the supermarket. 
My own opinion, for what it is worth, 
is that Woolworth is a very good 
stock to own now because of the dis- 
count house project. You know that 
in the stock market a bird in the bush 
often is worth more than a bird in 
the hand. Perhaps it will be better 
to own Woolworth in the development 
period (before there are any discount 
house earnings) than after the chain 
gets into full operation. For entirely 
different reasons it seems to me that 
Spiegel, Inc., down around 47 from a 
high of 64%, is an interesting spec- 
ulation. 

An oil executive for whom I have 
great respect thinks Louisiana Land 
& Exploration (74) is an interesting 
stock. He points out that this royalty 
company, with extensive holdings in 
southern Louisiana and close affilia- 
tions with Texaco, benefits because 
other people do the drilling for it at 
no expense to the land-owner con- 
cern, and that drillers have been find- 
ing huge amounts of oil at depth in 
its properties. . I also hear that 
American Metal Products, which is 


| around 18 against a high of 3234 back 
| in 1959, is beginning to do much bet- 


ter; readers who have struggled with 
this stock for a long time soon should 


| begin to feel better about it... . 


Burlington Industries (1842) looks 


| like a good sound value to me. Earn- 


ings for the year ending September 


| should be close to $1.50 a share vs. 


| 
| 
| 


an 80c annual dividend rate. Book 
| lie of the stock is around $17 a 
share. This huge, diversified textile 


company’s sales are currently run- 


ning between $800 million and $900 
million a year. 

I’m still expecting a better market 
during July and August. It seems to 
me that the correction in late May 
and June has cleared the way for new 
highs in the DJ Industrials this sum- 
mer. I must admit, however, that 
I am not looking for anything like a 
full recovery in the vogue for glamour 
issues and that I suspect many of 
them have seen their 1961 highs. We 
should be looking for a better per- 
formance from the good solid con- 
ventional stocks, shares of large 
established companies. No doubt some 
new vogues will develop. As a group, 
I rather like the textiles. Two good 
solid issues which look behind the 
market are Ingersoll-Rand and 
United Shoe Machinery. 


LURIE 
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game there is as much reason to ex- 
pect a buoyant economy by Christ- 
mas as there is to view the future 
with alarm. For example, what if the 
1962 automobiles catch public fancy? 
There are 46 million cars in use over 
two years old. 

I emphasize, however, that this 
broadly based optimism does not 
necessarily apply to all sections of the 
stock market. For one thing, as I’ve 
noted in the past, the industries and 
companies that will be in the re- 
covery spotlight are different from 
those which recently captured atten- 
tion. Secondly, there still is a great 
deal of speculative indigestion to be 
absorbed in the issues which earlier 
caught the neophyte speculative eye. 
Thus the prospect that the business 
news will become better as_ the 
months go on does not necessarily 
mean that the best opportunities are 
in the issues which have had the 
sharpest corrections to date. It’s as 
important to know which stocks to 
avoid as it is to be familiar with those 
that are attractive. 

While the June market has been in 
search, and in need, of a new stimu- 
lus, this stimulus could come from 
within—once sufficient time has 
passed to absorb the disappointment 
and disillusionment of the impulse 
buyer. The intermission should be 
over and the curtain go up on the 
next act by the time this column 
apprears in print, the time when the 
summer rally traditionally gets under 
way. The August high was above 
the June low in 14 of the 15 years 
since World War II. I expect this 
pattern to repeat itself, but via new 
faces. 
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tasks of technical analysis and the de- 


sirability of keeping abreast of or 
anticipating fundamental thinking, this 
makes the job somewhat more com- 


plicated than it usually is. There are, | 
of course, no rules for solving the | 


problem, which is as it should be in 
stock market life. But on the other 
hand, there is no reason whatever to 


think that the laws of supply and | 
demand are in danger of being sub- | 
verted by excessive familiarity. Their | 
workings can, after all, be observed | 


and analyzed, with reasonable pros- 
pects of success, by means of the basic 
concepts of technical interpretation, 
diligently and thoughtfully applied. 


The dross of popular gadgetry will in | 


time take care of itself. 


HENRY 
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place in the British space program, 
it is currently engaged in supplying 
equipment to the British post office 
for handling mail automatically and 
telephone equipment for direct dialing. 
With the labor shortage a serious 
problem in Europe and in England, 
the company’s prospects, inside or 
outside the Common Market, would 
appear to be rosy. The patient in- 
vestor to whom very low-yielding 
electronic stock may appeal might do 
worse than choose Elliott as an entry 
to the modernization of Europe. 
British Oxygen, at the current price 
of about 3, yields only about 242% 
out of earnings of about 18c per share. 
The company is a manufacturer and 
seller of industrial gases and has an 
engineering division which manufac- 
tures and designs electrical equip- 
ment. It also has a chemical subsidi- 
ary. About half the group’s profits 
originate in associated companies 
overseas. The group is_ especially 
placed to benefit from expansion of 
world trade, in view of its oxygen 
division. It is estimated that the use 
of oxygen per ton of steel will rise 
to between 1,200 to 1,600 cubic feet 


per ton by 1965, as against approxi- | 


mately 300 cubic feet at this moment. 
This stock will benefit directly from 
an increase in steel output in a very 
interesting fashion, and may show 


greater growth possibilities than most | 


European steel stocks. 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


He who receives a benefit should 
never forget it; he who bestows should 
never remember it.—P1erreE CHARRON. 


There is nothing more frightful than 
ignorance in action. —GOETHE. 


When men can freely communicate 
their thoughts and their sufferings, 
real or imaginary, their passions spend 
themselves in air, like gunpowder 
scattered upon the surface; but pent 
up by terrors, they work unseen, 
burst forth in a moment and destroy 
everything in their course. 

—THOMAS ERSKINE. 


Business is never so healthy as 
when, like a chicken, it must do a cer- 
tain amount of scratching for what it 
gets —HEnry Foro. 


Who bravely dares must sometimes 
risk a fall. —Tospras Grorce SMOLLETT. 


Do not wait for extraordinary cir- 
cumstances to do good actions; try to 
use ordinary situations. 

—JEAN Pau RICHTER. 


What we learn with pleasure, we 
never forget. —ALFRED MERCIER. 


To the ideal of freedom, law and 
morality are indispensable requisites. 
Society and the state are the very con- 
ditions in which freedom is realized. 

—Georc W. F. HEGEL. 


Cultivation to the mind is as neces- 
sary as food to the body. —CIceEro. 


There is a certain blend of cour- 
age, integrity, character and princi- 
ple which has no satisfactory dic- 
tionary name but has been called 
different things at different times in 
different countries. Our American 
name for it is “guts.” 

—Louvis ADAMIC. 


Every difficulty slurred over will be 
a ghost to disturb your repose later 
on. —FREpDERIC CHOPIN. 


The way to be nothing is to do 
nothing. —Epcar W. Howe. 


Men are men before they are law- 
yers or physicians or manufacturers; 
and if you make them capable and 
sensible men they will make them- 
selves capable and sensible lawyers 
and physicians. —Joun Stuart MILL. 
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You are never so near victory as 
when defeated in a good cause. 
—Henry Warp BEECHER. 


The greatest wealth is to live con- 
tent with little, for there is never 
want where the mind is satisfied. 

—LUCRETIUS. 


Society exists for the benefit of its 
members; not the members for the 
benefit of society HERBERT SPENCER. 


Habit is either the best of servants, 
or the worst of masters. 
—De.Los EMMONS. 


B. C. FORBES 


About the greatest possession 
of all is a warm, unchangeable 
sense of our brotherhood with 
our fellow humans. Without this, 
we are not fully rich. 


For whatever deserves to exist de- 
serves also to be known, for knowl- 
edge is the image of existence and 
things mean and splendid exist alike. 

—Francis Bacon. 


What is honored in a country is 
cultivated there. —PLaTo. 


If more wealth be necessary to you, 
for purposes not your own, use your 
left hand to acquire it, but keep your 
right for your proper work in life. If 
you employ both arms in that game, 
you will be in danger of stooping; in 
danger, also, of losing your soul. 

—Rvupyarp KIPuinG. 


You can’t sit on the lid of progress. 
If you do, you will be blown to pieces. 
—HeEnry KaIser. 


In the state of nature, indeed, all 
men are born equal, but they cannot 
continue in this equality. Society 
makes them lose it, and they recover 
it only by the protection of the laws. 

—MONTESQUIEU. 


Salvation and justice are not to be 
found in revolution, but in evolution 
through concord. Violence has ever 
achieved only destruction, not con- 
struction; the kindling of passions, 
not their pacification; the accumula- 
tion of hate and destruction, not the 
reconciliation of the contending par- 
ties; and it has reduced men and 
parties to the difficult task of build- 
ing slowly after sad experience on 
the ruins of discord.—Pore Prus XII. 


By audacity, great fears are con- 
cealed. —LucaANn 


Civilization is a method of living, 
an attitude of equal respect for all 
men. —JANE ADDAMS. 


If people are not being told the 
truth about their problems, the ma- 
jority not only may, but invariably 
must, make the wrong judgments. 

—RALPH INGERSOLL. 


A barking dog is often more useful 
than a sleeping lion. 
—WASHINGTON IRVING. 


It behooves every man who values 
liberty of conscience for himself to 
resist invasions of it in the case of 
others. —THOMAS JEFFERSON. 


Worry is interest paid on trouble 
before it comes due. 
—DeEAN WILLIAM INGE. 


The years of youth, when there is 
less responsibility, are enjoyable— 
but the anxieties of youth are also 
very marked, and there are few 
young people who escape them. 

—ELEANOR ROOSEVELT. 


You can’t escape the responsibility 
of tomorrow by evading it today. 
—ABRAHAM LINCOLN. 


He who has learned to love an art 
or science has wisely laid up riches 
against the day of riches. 

—Rosert Louis STEVENSON. 


Men judge the affairs of other men 
better than their own. —TERENCE. 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Sent in by R. J. Lennon, San 
Diego, Calif. What's your favorite 
text? A Forbes book is presented 
to senders of texts used 


Know ye not that they which run in a race 
run all, but one receiveth the prize? So run, 
that ye may obtain. 


—I CorINnTHIANS 9:24 
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WHAT IS 
“PEACE OF MIND” 
WORTH TO YOU? 


Now—skilled. unbiased security 
management by a uniquely experienced 
organization offers you investment 


“peace of mind”. 


A uthougt all the forecasts call for long range growth of 
the economy—individual securities and the stock market 
as a whole will not be a “one way street”. There are 
changes ahead—changes in production methods, in 
products—changes that produce new businesses and make 
others obsolete. If your investment fund is to profit from 
what lies ahead you must always be ready to shift with 
the trends and tangents. The present bull market cannot 
continue forever without corrective changes or possibly 
another decline. How will vou know when and 

how to make your move? 


It was to answer questions like these . . . to provide 
skilled investment counselling facilities that FORBES 
SECURITIES MANAGEMENT was organized. It was 


FORBES 


SECURITIES MANAGEMENT INC, 


70 Fifth Avenue, New York 11, N. Y. 


organized to reflect over 40 years of rich experience, 

to utilize our direct, top-level communication with many 
of the nation’s business leaders—to place the unparalleled 
investment-research facilities of the Forses organization 
behind each of your major investment decisions. 


ForBEs investment managers provide you with 

an initial analysis of each security registered for 
supervision, review the portfolio regularly, take the 
initiative in making recommendations to you, assist 
you in the preparation of progress reports, 

give you investment “peace of mind”. 


Obviously, the full scope of this Service, its many 
advantages to individuals with portfolios valued at $100,000 
and over and to those who bear the heavy responsibilities 
of managing the funds of others cannot be adequately 
explained within the confines of this message. We 
therefore have prepared a booklet describing the 

services of FORBES SECURITIES MANAGEMENT 
INC., which we shall be happy to 

send you with our compliments upon 

request. Write to Department 1054. 
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Oasis in an Oil Field... for the quail of Cuyama 


Living space for wild life becomes 
increasingly scarce as the West’s 
population and industry continue 
their rapid growth. 

But a new conservation effort by 
Richfield is aimed at making a hospi- 
table home for quail in the com- 
pany’s oil-rich, water-poor section of 
Cuyama Valley in Southern Cali- 
fornia. 

“Drinking fountains” like the one 
shown (as well as an above-ground 
type) will be spaced throughout a 
6000-acre experimental area. These 
watering basins will be connected to 


g 
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Richfield’s extensive water pipeline 
system in the Valley. 

This much-needed water will re- 
sult in an increase in the gamebird 
population. And Richfield is cooper- 
ating with the Cuyama Rod and Gun 
Club to control hunting in the area. 
Thus game management becomes the 
third major compatible use of the 
Valley’s land; the other two are oil 
production and grazing. 

Wise multiple use of oil lands is a 
continuing aim of Richfield programs 
for conserving a// our natural re- 
sources — wild life and water, grass- 
lands and forests, oil and minerals. 


RICHFIELD 


OIL CORPORATION 


LOS ANGELES, CALIFORNIA 





THE FAR WEST—l/and of dynamic 
industrial and population growth— 
where Richfield vision and research 
produce a wide variety of years-ahead 
petroleum products. 














